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THE FINANCIAL SITUATION. 


Among the most prominent topics of discussion in finan- 
cial circles is the revival that has been so generally expected 
from that widespread stagnation by which nearly all the 
commercial nations of Europe have suffered equally with our- 
selves. When the panic of 1873 occurred few persons sup- 
posed that the effects of that disaster would extend so far 
or would last so long. The favorite theory was that, like 
all other recent monetary spasms, the Jay Cooke panic 
would soon pass away, leaving but little trace of its visita- 
tion. Many months elapsed before the true nature of the 
economic crisis which was then beginning was at all appre- 
ciated even by the shrewdest and most far-seeing of our 
financial observers. It is so natural to the human intellect 
to seek out arguments to prove and sustain its foregone 
conclusions, and the American mind is so habituated, in 
finance as elsewhere, to look upon the bright and hopeful 
side of the early future, that there is no wonder if a general 
disposition was manifested to regard the storm which was 
passing over the country as a mere temporary disturbance of 
the financial firmament, destined to close before long, and to 
usher in a bright day of industrial prosperity and continue 
growth. It was not then seen how deep were the injuric. 
which had been sustained by our commercial and industrial 
organism, in consequence of the protracted period of extrava- 
gant inflation and expanded credit, in which vast amounts 
of floating capital had been, year after year, converted into 
fixed forms of investment in railroads and a multitude of 
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other productive enterprises; until, like Nebuchadnezzar’s 
image, the great structure which had been reared fell in 
ruins without expectation, almost without warning and from 
causes which were all but unknown. 

The panic of 1873, differed in several essential points from 
the financial revulsions which were before on record. In 
1837, 1848, 1857, 1861, and 1866, the trouble was rather due 
to a disturbance of credit or of currency, which are two of 
the three great forces of the financial world. At present the 
evil lies in another quarter. It is capital now which origi- 
nates the financial perturbation. Hence, it has been well 
said that “capital is on strike.” This epigrammatic form of 
expression, though perhaps not strictly accurate, sets forth 
an important aspect of the financial situation. During the 
last twenty years we have become familiar with strikes of 
workmen and combinations among their employers; but now 
we are brought face to face with another form of strike, 
that of capital itself. Of course, the term can only be 
figuratively applied in this case. But the fact to which it 
points is fundamental and extremely important. Since the 
gold discoveries of 1848 floating capital has multiplied 
with a rapidity beyond all precedent. On every side the 
accumulating currents of this capital have forced for them- 
selves channels of employment. They have covered the 
whole area of the commercial world with well-arranged net- 
works of railroads, banks and telegraphs, sending capital to 
and fro with immense speed among dense masses of indus- 
trial workers, creating innumerable active centers of produc- 
tion, and organizing mechanical inventions and steam engines 
with a power for the creation of wealth equal to that of 
hundreds of millions of men. In effecting this grand trans- 
formation, capital has earned larger returns than were at all 
accessible thirty or forty years ago. Instead of the two 
or four per cent. with which Holland and England and 
other rich countries were satisfied in the ‘ast generation, 
capital has become accustomed to demand twice or even 
thrice as much for its annual earning power. The desire 
and determination to command these large rates of interest, 
has introduced an element of risk and of gambling uncer- 
tainty into the movements of capital, in which keen observers 
have for year$ past seen the menace of much future mischief. 
The predictions of such conservative men were made light of, 
and the growth of the financial fabric went on with danger- 
ous speed until the panic of 1873 brought it down in disaster. 

From that time capital has been obstinately avoiding and 
refusing its old channels of absorption and investment, as 
is proved by the low rates at which it is now lending on 
call. The capital which formerly would have sought per- 
manent investments is now timidly hoarded, and the ple- 
thoric reservoirs of loanable funds in all the great monetary 
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centers are full to overflowing. Capital is on strike, not 
because it shrinks from employment altogether, but because 
it refuses its old employments in the channels of perma- 
nent investment. 

Nor is this the only feature of the present crisis. Another 
of equal importance is the check which has been given to 
enterprise and industrial activity. Even were capital less 
timid, good borrowers are scarce. The men who are capa- 
ble of organizing labor and of developing the productive 
energies of the country with safety and success, have been 
discouraged and repelled by the insecurity and incertitude 
which covered the financial world with gloom. Over-produc- 
tion has not only caused immense sums of capital to be 
created, but it has also caused much of it to be wasted, 
and men of means and reputation are unwilling to assume 
the extraordinary risks which of late attend nearly every 
effort to expand the area of business or to enlarge the 
productive powers of existing enterprises. 

A significant illustration of the extent to which the 
economic forces of Europe have been depressed is offered 
by the report of the London Clearing House which has just 
been issued. The aggregate of the clearing transactions has 
shown for two years a notable decrease. The total for the 
twelve months ending April 30, 1877, was 4,873 millions 
sterling, and for the preceding year it was 5,407 millions, 
while the three years previous averaged about 6,000 millions 
sterling a year. 


TRANSACTIONS OF LONDON CLEARING HOUSE, 1867-1877. 


Total for the On Fourths On Stock Exchange On Consols 

Year. of the Month. Account Days. Settling Days. 
1867-68... £ 3,257,411,000 .. £147,113,000 ... £444,443,000 .. £ 132,293,000 
1868-69... 3,534,039,000 ... 161,861,000 ... 550,622,000 ... 142,270,000 
1869-70... 3,720,623,000 ... 168,523,000 ... 594,763,000 ... 148,822,000 
1870-71... 4,018,464,000 ... 186,517,000 ... 635,946,000 ... 169,141,000 
1871-72... 5,359,722,000 ... 229,629,000 ... 942,446,000 ... 233,843,000 
1872-73... 6,003,385,000 ... 265,965,000 ... I,032,474,000 ... 243,561,000 
1873-74...  5,993,586,000 ... 272,841,000 ... _ 970,945,000 ... 260,072,000 
1874-75... 6,013,299,000 ... 255,950,000 ... 1,076,585,000 ... 260,338,000 
1875-76... 5,407,243,000 ... 240,807,000 ... 962,595,000 ... 242,215,000 
1876-77... 4,873,000,000 ... 231,630,000 ... 718,793,000 ... 223,756,000 


It thus appears that there is a falling off of some twenty 
per cent. in the aggregate business of Great Britain as indi- 
cated by the Clearing House Barometer. The amount of loss 
and depression which has been spread throughout the country 
by this severe diminution of business and of the earning- 
power of capital may easily be conceived. To throw some 
light on the descriptions of business which have suffered the 
most, the foregoing aggregates have been submitted to an 
elaborate analysis by Mr. Henry Jeula a statistician of Lon- 
don. He has published the following statement of the pro- 
portions of the annual business of the Clearing House on the 
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fourths of the month, when the commercial bills to a large 
extent fall due, on account days when the Stock Exchange 
business is adjusted, and on the settling days when the 
transactions in consols are closed. The statistics are as 
follows : 


PERCENTAGE ON ANNUAL TOTAL, 1867-1877. 
1870 1871 1872 1873 1874 1875 1876 Mean 
to to 


to to to to to to of 

1868. 1871. 1872. 1873. 1874. 1875. 1876. 1877.10 V’rs 
Amount passed on the 

fourths of the month... - 464. 4-28. 4°43. 4°55 - 4°26. 4-46. 4-75. 4-50 
Am’t passed on the Stock 

Exchange account days. -64. 15-83. 17-58. - 17-90. 17-80. 14-75. 16-25 
Am’t passed on Consols 

settling days 


Total passed on the three 
special days . 26-22. 
Am’t passed on the other 
days of the month ‘ -32. 73-78. 


Percentage of annual 
increase 
Percentage of annual 
decrease.... esses _— é ‘a —. 6. — . 10-08 . 988 2. — 


In addition to the general movements of commerce above 
referred to, several other facts of much value are illustrated 
by these tables. The falling off in the Stock Exchange 
business is quite noteworthy. The commercial business and 
the transactions in consols have consequently received a 
nominal increase in their percentage, which is easily explained 
notwithstanding the decline in the aggregate business of 
the year. 

The depression which has done so much to injure and 
impede the movements of capital, has of course spread 
much distress among the laboring population, and has thrown 
great multitudes out of work. In proof of this the fol- 
lowing table has been prepared of the in-door pauperism in 
England at present as compared with a year ago. The 
table is as follows, and shows an increase during the last 
year of nearly five per cent., and the out-door pauperism 
is reported to show even a larger increase. 


IN-DOOR PAUPERS, FEBRUARY 28, 1876 AND 1877. 


Divisions. 1877. 1876. Increase. 


The Metropolis............+ s-haiebata + 39,185 375321 esesce 15862 
South Eastern..........0000 “a 17,707 17,575 saneas 132 
South Midland............ we = 851 9,547 aseees 304, 
Easteri...cccee soe insadadsasaesteaanseu coos «= 8 922 8,592 
South Western 11,332 10,792 
West Midlaiid.............06 sisccsesoecce SOSSA0 15,033 
North Midland. ............. = w- = 6 581 6,372 
North Western ...... ner 21,292 20,096 

10,236 9,556 
Northern.........+ eoses 59946 59734 
WEED ...ccoccccrccesccssscsvese Scesseensees 5,597 5,002 


152,786 145,620 
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In view of these facts it is easy to see that the recu- 
peration which has been so often predicted and so ardently 
waited for may be still deferred, and may be slow and 
irregular in developing itself. Our vast area of agricultural 
production gives us exceptional advantages especially in the 
event of a protracted war in the Orient. We have also 
many other advantages which seem to give us a better 
prospect of early revival in industrial and financial activity 
than is offered to most of the nations of Europe. 


THE BANKS AND SPECIE PAYMENTS. 
BY DR. GEORGE MARSLAND. 


Among the speculative rumors which have been so° 
actively disseminated since Mr. Sherman’s visit to New York 
last month, it has been more than once affirmed, with some 
emphasis, that the banks are unfavorable to the early resump- 
tion of specie payments. As yet we have seen very little evi- 
dence in support of this opinion. The new policy which Mr. 
Secretary Sherman has adopted of selling bonds for gold 
will be likely to elicit further indications on this subject in 
the near future. If our banks or any considerable majority of 
them are opposed to the early resumption of coin payments, 
the vigorous progress which will be made, should Mr. Sher- 
man persist in his present programme, cannot fail to develop 
the evidence very soon. The new movements of the Treasury 
to which we refer are connected with the sale of four and 
a half per cent bonds at par for gold. The authority for this 
action is found in the Law of January 1875, which declares 
that “to enable the Secretary of the Treasury to provide for 
the redemption” of the greenbacks he is “to issue, sell and 
dispose of at not less than par in coin, either of the descrip- 
tions of U. S. bonds authorized in the Act of Congress, 
approved July 14th, 1870, to the extent necessary to carry 
this act into effect, and to use the proceeds thereof for the 
purposes aforesaid.” Under the authority thus conferred the 
Secretary of the Treasury has decided to sell bonds bearing 
four and four and a half per cent. interest. These securities 
are to be disposed of at par in coin, and the specie received 
for them is to be afterwards sold for currency. 

Two questions have been raised in regard to this arrange- 
ment. First, it is asked what the Secretary intends to do 
with the currency so received as the proceeds of the resump- 
tion bonds. From a mistaken interpretation of the law it has 
been supposed that the Secretary is armed with the power 
to cancel and destroy the greenbacks received from the sale 
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of resumption bonds, so as to contract the currency as rapidly 
as he can place his bonds on the market. A better opinion 
is that the Secretary has at present no power under existing 
laws to contract the greenback currency in the way proposed, 
and that the only course open to him is to accumulate in 
the Treasury the currency which he receives in payment for 
the coin proceeds of the bonds. 

The second question is as to the kind of currency which 
will thus be locked up in the Treasury. It is well known 
that the law allows any currency payments to the Treasury 
to be made in two ways, by bank notes or by greenbacks. If 
the Secretary should hold any considerable portion of the 
proceeds of the resumption bonds in bank notes, it is obvious 
that they would not be available for the purposes in view, 
which are to act upon the volume of the greenback currency 
by way of contraction. From these and other like facts it is 
plain that the Secretary will accumulate the currency fund 
in greenbacks. Of course, he can use his own discretion as 
to whether the greenbacks hoarded in the vaults of the Treas- 
ury are of large or small denominations. But that the fund 
now being created by the sale of resumption bonds must be 
held in greenbacks there is no doubt, whatever be the 
denominations of the greenbacks held. 

In the present state of the money market these questions 
are not of such practical importance as they may become 
next autumn if the promise of improvement in business 
should be fulfilled. Our shrewdest bankers are looking 
forward to the fall money market with some anxiety. 
With the returning activity of business an impulse could 
scarcely fail to be given to the monetary demands of the 
country, and the loan market would be likely soon to respond 
by a hardening of the rates of interest. In such a contin- 
gency the questions we have noted would assume great im- 
portance. Ifthe Treasury should by that time have absorbed 
forty or fifty millions of greenbacks, or even a much smaller 
aggregate, there would be a danger that a mischievous agita- 
tion would arise, both in Congress and elsewhere, to modify 
the laws so as to permit the Treasury to reissue a portion of 
the hoarded currency, and to give ease to the overstrained 
monetary machinery of business. In view of these facts it 
has been argued that Mr. Secretary Sherman would do well 
to explain in detail what particular methods he intends to 
adopt in regard to that portion of his plan which involves a 
contraction of the active greenback currency. As the resump- 
tion law is silent on these questions they are left to the dis- 
cretion of the Secretary, and the utmost publicity is of course 
desirable. 

In Wall Street there are a number of persons of some 
influence who are of opinion that the Secretary should “keep 
his own counsel” and should contract the greenback circula- 
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tion as vigorously as he pleases without making any public 
announcement of what he is doing. This policy is advocated 
on several grounds. For example, the money market is 
pointed to and the plethora of currency. “Can there be any 
doubt” it is asked, “that if the Secretary were to lock up 
ten or fifteen millions of greenbacks, the results just now 
would be scarcely appreciable, or if felt at all they would 
be welcome as remedial, and as a relief from the accu- 
mulation of currency? But if the Secretary disturbs and agi- 
tates the popular mind by continually announcing the successive 
steps of currency contraction which he has carried out in the 
past, or is about to continue in the early future, the results 
may well be looked for with apprehension.” These and many 
other plausible arguments in favor of secrecy and against 
publicity in the movements of the Treasury have lost much 
of the force which they once exerted upon popular opinion. 
It is now a recognized principle of our Treasury policy that 
the highest degree of publicity compatible with the efficiency 
of the Treasury operations should be invariably maintained. 
It is gratifying to find that Mr. Sherman fully recognizes the 
importance of publicity, and that he has promised to announce 
before long the more complete details of his new resumption 
policy. There is no doubt that the banks all over the country 
will be ready to give efficient aid to the work of resumption 
and to co-operate heartily and actively in all the preliminaries 
thereto. 

The National banking system was proposed to Congress 
by Secretary Chase during the war for two purposes. First, 
with a view to secure a uniform currency to take the place 
of the heterogeneous and miscellaneous bank-note circulation, 
issued under the authority of the United States; and secondly, 
to furnish a market for United States bonds, so as to enable 
the Government to fund its war debt. The latter is unques- 
tionably the most important of the two. To secure that 
object while the nation was under the strain of war, the 
banks previously in operation relinquished their corporate 
existence as State institutions, and entered into new relations 
under the National Currency Law. Very soon, however, the 
banks found themselves subject to two forms of taxation 
instead of the one previously imposed upon them. To the 
State taxes were added new imposts equally heavy by the 
general Government. Nor was the State taxation diminished 
but rather increased. These taxes have become so onerous 
and oppressive, as almost to be prohibitory of the business 
of banking. Many institutions in all parts of the country, and 
particularly in the commercial cities, are compelled to dimin- 
ish their capital and surplus or to retire from business 
altogether. 

It is important especially in view of the present efforts of 
the Government to prepare the Treasury for resumption, that 
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we should understand the practical effects of the taxation 
referred to. The Treasury in its preliminary arrangements 
for resuming coin payments, is under the necessity of placing 
large amounts of Government bonds upon the market. The 
agents most capable of absorbing these bonds are the banks. 
At present, just as at the beginning of the war, the Govern- 
ment will have to rely upon the banks to open the market 
for its bonds. But in the performance of these functions 
the banks are much hindered and oppressed by the taxation 
imposed upon them. Every dollar of bonds which they pur- 
chase increases their liability to taxation, while private indi- 
viduals can buy the same bonds without any liability to 
increased fiscal burdens. This unjust discrimination against 
the banks as purchasers of Government bonds threatens to 
raise up an insuperable barrier to any extension of the sale 
of Government securities, which the Treasury in its efforts 
to restore specie payments will be obliged to make. Why, it 
may be asked, should one class in the community incur a 
penalty for doing a great public service which they alone can 
efficiently execute, while another class possessing less aptitude 
to serve the Government is free from this severe burden? 
This is one of the most momentous questions of the time, 
and its bearings cannot be too early and too thoroughly 
explored in connection with the relations of the banks to the 
work of resuming specie payments. 


TWO PER CENT. AT THE BANK OF FRANCE. 


For the first time in its history, the Bank of France on 
the 6th April reduced its rate of discount to two per cent. 
This change is so important as to have attracted the atten- 
tion of most of the European economists and financial jour- 
nals. The nearest approach to this rate was in 1867 and 
1868, when for a long period the Bank of England rate ruled 
at two per cent. and the Bank of France descended as low 
as 2% per cent. The business of France and of its greatest 
banking institution has somewhat changed during the interval 
of ten years. At the beginning of this decade the banking 
business in France was much less distributed than now. 
Hence much of that business went to the bank whatever 
might be its rate of discount, and there were fewer induce- 
ments to divert the current of bills into competing channels for 
discount. The finance institutions of Paris were too busy in 
other directions to give an exorbitant share of attention to 
commercial bills. Of late years, however, a change has taken 
place, and a considerable portion of the commercial paper 
floating in the channels of discount at Paris, has passed 
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away from the Bank of France, and has been absorbed by 
some of the rival institutions which have grown up around 
it. The process has been somewhat similar to that which 
we some time ago described, in connection with the Bank 
of England during the early years of the joint stock banks 
which began to show their strength forty years ago. Whether 
the growth of these French discounting institutions will 
resemble in vigor and success that of their English counter- 
parts is a question which the future must solve. The rate 
of discount of the Bank of France has been changed only 
twice in thirty-four months. It was fixed at four per cent. 
June 4th, 1874, and at three per cent. May 26th, 1876. There 
has been an utter collapse of foreign loan financing, of which 
a growing fondness has been exhibited in Paris for several 
years past. Now that there is an end of this mania, two 
results are making themselves visible. The financial magnates 
of Paris have less need of accommodation and less desire to 
resort to the Bank of France. And secondly their floating 
capital is shut out from its old channels of absorption and 
is tempted to seek to invest itself in commercial paper. For 
these and a multitude of other reasons the paper offered at 
the bank has diminished in a remarkable degree during the 
past year. The report for 1876, read at the recent meet- 
ing of the share-holders, states the total of the discounts 
during the year as follows: 


Commercial paper $ 1,127,930,780  ... $ 1,365,456, 700 
Mint and treasury bonds 344,469,700 ... 558,693,400 


Total of discounts....... $ 1, 472,400,480 «++ $ 1,924, 150, 100 


It thus appears that the offerings of commercial paper 
have fallen off $27,425,920, the loans on Treasury bonds 
$ 214,223,700, and the aggregate discounts $ 451,649,620. The 
trade bills have decreased seventeen per cent., the treasury 
bonds thirty-eight per cent., and the total of discounts nearly 
twenty-four per cent. One of the most conspicuous features 
of the bank report is its account of the reserve of gold and 
silver. It amounted on March 22, to $ 445,688,244. Since 
then the telegraph has reported a slight decrease. The 
steady growth of this vast reserve of the precious metals 
will be seen by the following table: 


GOLD AND SILVER RESERVE OF THE BANK OF FRANCE. 


Jamiaty D, TD TA sss cciccsecsccesecs icbdemansacetutsacessbanseierd sees $ 153,270,000 
205,615,000 
305,611,611 
3742929; 753 
445,688,244 
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THE NEW YORK SAVINGS BANKS. 


In consequence of the recent failure of a few savings banks 
in this city, and the renewed agitation as to former failures, 
it has been supposed that a considerable diminution in the 
amount of the deposits would be recorded during the year. 
The report of the Superintendent of the Bank Department 
has therefore been looked for with special interest, and some 
anxiety was expressed in anticipation of an unfavorable 
exhibit. The figures have not been published quite so early 
as usual, and we were obliged to omit them in our general 
savings bank review last month. From the preliminary report 
from Albany, we take the following comparative statement : 


NEW YORK SAVINGS BANK DEPOSITS, &C., 1876 AND 1877. 
January 1, 1876. Fannary 1, 1877. 
Due depositors $ 319,260,202 . $ 316,677,285 
Other liabilities.......... pimiieanarecaeaile 846,433 - 975,259 
Surplus at market values + 34,176,603 
15 150 


Number of banks reporting 4 

Open accounts . 849,638 
Opened in 1876 . 187,677 
RNIN. sta suachsndassisinaaredsisasbaceaeeonne 188,569 . 181,399 
Deposited, including interest 162,592,113 . 146,532,529 
Deposits withdrawn 143,628,957 . 146,026,362 
Interest credited 16,990,284 . 16,506,090 


It will be seen that the deposits have fallen less than three 
millions, while the surplus has increased half a million. The 
number of banks is reduced from 154 to 150, and the number 
of open accounts from 869,738 to 849,638. It thus appears 
that 10,000 persons who had savings bank accounts a year 
ago have now none. On the other hand, nearly 8,000 fewer 
accounts were closed this year than last, and the amount of 
interest credited to depositors has fallen off by about half a 
million. When we receive the official report of the Bank 
Department, we shall be able to enter into more minute 
details relative to our savings bank progress in this State. It 
has often been suggested that we might with advantage adopt 
in our system some of the methods of. the English savings 
banks. For example, not a few persons who have been abroad 
suppose that the Post Office savings bank arrangements 
could without difficulty be naturalized here. From some of 
the savings bank reports for previous years, we find that our 
bank superintendents have entertained the project and have 
believed in its practicability. A very brief examination of the 
British system will, however, suffice to show how incapable 
under our methods of Post Office management, the project 
must inevitably be of efficient operation. The total savings 
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bank deposits of Great Britain amount to 338 millions of 
dollars. Of this sum over one-third is deposited in the Post 
Office savings banks, and less than two-thirds in the ordinary 
savings banks. The following table shows the gradual growth 
of the Post Office banking system since it was first organized 
in 1863: 

DEPOSITS OF BRITISH SAVINGS BANKS, 


Ordinary Total Savings 
Post Office Banks. Savings Banks. Bhs. & Post Office. 


$ 16,884,140 $ 204,757,525 $ 221,641,665 


24,965,620 
32,632,000 
40,605,875 
48,749,645 
58, 3332275 
67,621,045 
7524959520 
85,125,020 
96, 591,695 
105,838,745 
115, 7875345 
125,936, 725 


197,601,680 
193,726,490 
181,910, 580 
182,666,015 
184, 337,285 
187,768,730 
189, 792,745 
194,098,315 
200,441,740 
202, 500,675 
207,529,745 
212,038,845 


222, 567,300 
226, 358,490 
222,516,455 
231,415,660 
242,670, 560 
255,389,775 
265, 288, 265 
279,223,335 
297,033,435 
308, 339,420 
323,317,090 
33729759579 


Total 13 years. $ 894,566,650 $ 2, 539, 170,370 $ 3,433,737,020 


The operation of the system may be briefly described. A 
person wishing to deposit not less than one shilling can go 
to the nearest money-order post office and leave his deposit, 
receiving a bank book, properly numbered, on which his name, 
address and occupation will be written. The amount of the 
deposit is entered on the book attested by the signature of 
the post master, and stamped with the official stamp of the 
office. This is a sufficient voucher for the depositor, the 
Government being responsible for its safe transmission to 
the General Office. The postmaster sends an account daily 
to the money-order office in London of each transaction, 
with the original signature of the depositors. It is there 
properly entered, and an acknowledgment is sent to each 
depositor. This is rather for the protection of the Govern- 
ment from frauds on part of its own officials than as fur- 
ther security to the depositor, for whom the entry on the 
book is a competent voucher, still it is valuable as cumu- 
lative evidence; and if he does not receive such acknowledg- 
ment within ten days he should make application for it, 
which he may do free of postage. Subsequent deposits are 
made in the same way, and may be made at the same or 
at any other money-order office in the kingdom, and so 
perfect is the system that one might make the whole round 
of the 3,369 post office savings banks in the kingdom, making 
deposits in each, and though he would add to the labor of 
the department, he would not confuse or embarrass its opera- 
tions in the slightest degree. 

Withdrawals are effected with equal readiness and ease. 
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The depositor has only to call at any money-order office 
and ask for a blank form, which he fills up with the num- 
ber of his deposit book, the place where deposited, the amount 
required, the place where he wants it paid, his name, address 
and occupation, and sends free of postage to the Postmaster- 
General. The address is printed on the back of the form, 
so no misdirection, through ignorance or carelessness, can 
occur. The draft or order is received, signature and other 
facts compared with those of the original deposit on file, 
the account examined, and if found correct a warrant for 
the amount on the Postmaster of the place designated in 
the order is drawn and forwarded to the depositor, and at 
the same time a duplicate copy of the warrant in the nature 
of an advice is sent to the Postmaster. 

When the depositor presents his original warrant the 
Postmaster compares the same with his advice, compares the 
signature to the receipt attached to the warrant with the 
original in the depositor’s book (which must always be pre- 
sented), and if all is correct he pays the money and makes 
an entry of the same in the withdrawal part of the deposit- 
or’s book, signing and stamping it the same as in case of the 
deposit. To illustrate the working of the system as it would 
be if applied in this country let us suppose that a depositor 
from Portland, Maine, has occasion to visit San Francisco. At 
St. Louis, finding he will require money soon after his arrival 
at San Francisco he goes to the post office, procures and 
fills out a form addressed to the Postmaster-General, direct- 
ing payment to be made at San Francisco, and proceeds on 
his journey. Arriving at San Francisco, he would receive by 
due course of mail the warrant on the Postmaster of that 
city, from whom he receives his money. 

Even were our Post Office organized like that of Great 
Britain, we should perhaps find almost insuperable obstacles 
in the way of adopting the Post Office savings bank system 
with sufficient guarantees against fraud and loss. Under 
existing circumstances the plan is both needless and imprac- 
ticable. Our present savings bank methods have worked 
extremely well. They are more highly developed than those 
of any other country except Great Britain, and they have 
the advantage of complete adaptation to the popular institu- 
tions and habits of which they are the outgrowth. Hence, 
we neither require the Post office savings bank system, nor 
do we possess the facilities for carrying it on with efficiency 
if we had it. 
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COAL COMPANIES AND PRODUCTIVE GROWTH. 


The heavy blow which our coal stocks received some 
months ago still attracts so much public attention, and 
the depression of coal property in this country has been 
so spasmodic and violent that we are apt to overlook the 
fact that in Europe a similar collapse has taken place, 
though from various circumstances it was not attended 
with so much popular agitation and excitement. When the 
history of coal property in this country comes to be writ- 
ten it will be seen that the recent fall in values was the 
inevitable result of the artificial condition in which this 
species of property had been held. Half a dozen great 
companies, powerful as their combination might be, and 
durable as they could have made it, if they had been 
content to meet the popular wishes for cheap fuel, were 
wholly unable to resist the downward tendency of values 
which has been for some years establishing itself through- 
out the world. Only a few weeks before ‘the crisis in 
which the coal stocks succumbed, we ventured to predict 
the near approach of trouble, and to suggest that if the 
same wisdom presided over the coal interests now to which 
their rapid growth and consolidation years ago was due, a 
conservative change of policy would be adopted, and the 
demands of the public for a notable reduction in the price 
of coal would be immediately obeyed. Some of the news- 
papers denied our statements, or made light of our pre- 
dictions. It is perhaps too much to say that if the coal 
companies had been wise enough to foresee what many of 
their friends foresaw, the depreciation in the coal stocks 
could have been kept within narrow limits. This we do 
not affirm. The valuations were undoubtedly too high, and 
the inflation of prices was notorious. Still, the fall would 
have been without doubt arrested much earlier, and its 
results might have been less disastrous. It is also very 
probable that the recovery of this important species of 
property would have been much more rapid than is deemed 
at present at all likely by the majority of investors. The 
chief lesson which seems to be taught by the disasters of 
our coal companies, is the utter powerlessness of all com- 
binations of selfish individuals to oppose the movements of 
the great laws which govern values, and which are as 
irresistible by human efforts as the laws of electricity or 
of gravitation. 

Another illustration of the same principle is found in the 
recent history of the British coal business. In 1872 a law 
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was passed for the regulation of the mines which aided the 
efforts of the miners to keep down production and to main- 
tain a scarcity of coal by limiting the hours of work to fifty- 
four per week. The inflation of coal property had then cul- 
minated, and a reaction was ready to declare itself at the first 
opportune moment. Hence the result of this legislation was 
to reduce the hours of work to the amount of eleven days 
per fortnight, diminishing the yield of coal to the extent 
of fully ten per cent. Moreover, the increased idleness and 
irregularity of the miners led to the opening of the new 
mines, with a view to maintain the production of coal to a 
level with the demand which in 1872-3 was large. From 
various articles in the Pal/ Mall Gazette and the London Times, 
we find that the total production of coal in Great Britain 
sixty years ago was less than one-fourth of its present 
aggregate. In 1816 the statistics show that the whole pro- 
duction of the British coal mines was only 27,020,115 tons. 
There is no accurate record available as to the total num- 
ber of colliers at work in this year, but in 1838 there were 
only fifty-nine collieries at work in the Great Northern coal- 
fields, producing 5,887,520 tons, as compared with 347 col- 
lieries, producing between thirty and thirty-five million tons 
of coal in 1876. Sixteen years later the total number of 
collieries in the United Kingdom was returned at 2,441, and 
their aggregate production of coal was calculated at 
64,961,401. Ten years later still the number of collieries at 
work was returned at 3,195, and their aggregate production 
at 92,787,873 tons, being within the decennial period named 
an increase of 754 collieries and about twenty-eight million 
tons of coal. During the ensuing five years—that is, to the 
end of 1869—the singular phenomenon is presented of a 
large decrease in the number of collieries and a considerable 
increase in the production of coal, the exact number of col- 
lieries at work being returned at 2,819, while the exact pro- 
duction had advanced to 107,427,557 tons. These figures 
show, as compared with 1864, a decrease of 376 in the num- 
ber of collieries, and, in round figures, an increase of fifteen 
million tons in the quantity of coal produced. This seem- 
ing incongruity is, however, susceptible of easy explanation. 
The principal collieries had largely extended their pro- 
duction and a number of smaller collieries had been closed, 
according to the conditions of trade or the necessities of 
their owner. 

It is a common error to assume that the English coal 
trade had been steadily progressive during the last half- 
century. Such is far from being the fact. Between 1855 and 
1856, for example, there was an increase in the quantity 
raised of about two million tons, but in the following twelve 
months there was a decline of fully a million tons, and the 
next year, again, nearly another million was added to this 
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falling off, making, between 1856 and 1858, a reduction of 
nearly two million tons. In 1859, however, the total produc- 
tion of the United Kingdom had advanced to close on 
seventy-two million tons, being an increase upon the previous 
year of about seven million tons, and in the following year 
there was a further increase of over eight million tons, so 
that in these two years alone fifteen million tons were 
added to the output of coal in the United Kingdom—an 
increase almost equal to our whole production in the year 
1816, which was returned at 15,634,000 tons—or an increase 
more than equal to the united coal production of Austria, 
Russia, Spain, Portugal, Australia, and India, at that time, 
and within three million tons of the whole annual production 
of either France or Belgium at the present time. From 
1860 to 1869 there was a steady annual increment of growth, 
except in 1862, when the output fell about two million 
tons below the produce of the previous year. From 1869 to 
the present time there has been a continuous annual growth, 
except in 1873-74, when the output fell from 127,000,000 to 
125,000,000 tons, a decline, however, that was amply compen- 
sated for in the following year, when the total output 
advanced to. 132,000,000 tons, or an increase of 7,000,000 tons 
on 1874. 

Up to the year 1871 the coal trade, although progressive, 
was not conspicuously prosperous. On the contrary, it has 
been asserted over and over again by competent authorities, 
and notably by some of the largest coal owners in the king- 
dom, shat for twenty years previous to 1870, the average net profits 
realized in the coal trade did not exceed five per cent. on the capital 
invested. But in 1871 the trade began to take a decided turn. 
In 1872 it experienced an inflation of demand and prices 
beyond all precedent. In 1873 this condition of affairs was 
continued, somewhat modified towards the close of the year. 
It was in these circumstances that the enormous development 
of the coal-fields was arrived at, culminating in the results 
tabulated below. Every one who had any available capital 
made eager haste to transfer it to ventures in coal and iron. 
Those whose regular business it was to follow these trades were 
completely at sea as to the probable duration of the period 
of high prices, while they were impelled to engage in 
schemes of extension and development that often exceeded 
* their means and left them sorely crippled in available capi- 
tal. Every coal property that was worth picking up, and not 
a few that were utterly worthless, were eagerly leased at a 
higher rate of rental than had ever before been paid— 
some even paying as high as 1s. 6d. to 2s. per ton—and pits 
were sunk in the most forbidding localities. The net result 
of these four years will be found in the following table, 
which shows ¢he number of collieries opened out in each district, 
and the increase between the years 1871 and 1875: 
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District. 1871. lncrease. 
North Durham and Northumberland... 
Cumberland 
South Durham 
Cheshire. 
Lancashire, East and North 
Lancashire, West 
Yorkshire 


Derbyshire 

Nottinghamshire 

Warwickshire 

Leicestershire 

South Staffordshire and Worcestershire. 
North Staffordshire 

Shropshire 


Gloucestershire 
Somersetshire 
Monmouthshire 
South Wales 
North Wales 
Scotland (East) 
Scotland (West) 
Ireland 


The following table, which shows the production of coal in 
each of the districts named, and the total production of 
the United Kingdom in the years 1871 and 1875, together 
with the increase or decrease in each district, will exhibit 
at a glance the results of the opening out of the 1,048 new 
collieries tabulated in the foregoing table: 


. District. Tons—1871. Tons—1875. * Increase. Decrease. 
Durham & Northumb’land 29,190,116 ... 32,097,323 ... 2,907,207 ... —— 
Cumberland 1,423,661 ... 1,226,737 ... ws. 196,924 
Yorkshire +» 12,801,260 ... 15,425,278 ... 2,624,018 .... —— 
Derbyshire eee =—-- 79091, 325 ... 1,731,325 «- 
Nottinghamshire sss 39250,000 .., 790,600 ... 
Warwickshire ese 799,750 ... 76,150 ... 

« 1,154,619 ... 454,719 «. 


14,281,250 ... 14,708,004 ... 426,754 ... 
13,851,000 17,076,044 ... 3,225,044 ... —— 
Cheshire 975,000 ... 658,945 .. —— «+. 317,055 
Shropshire. 1,350,000 ... 1,229,785 ... —— .. 130,215 
Gloucestershire. 1,412,297 .... 1,273,080... ——  ... 139,217 
Somersetshire .... is 673,878 ... 654,878 ... —M— .. 29,000 
Monmouthshire 4,915,525 .-. 39525,975 «5 — «1,389,550 
South Wales...........00++ 9,120,000 ... 10,632,597 ... 1,512,597 ... — 
North Wales 2,500,000 ... 2,337,308 ... — .. 162,692 
15,438,291 ... 18,597,507 ... 3,159,216 ... —— 
165,750 ... 127,950 ... mM — .w. 37,800 


117,352,028 ... "131,867, 105 eee 


The year 1875 has been selected because it is the latest 
for which returns are available, but as 1876 was one of 
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exceptional depression, the results of 1875 are not likely to 
have been much altered. The figures quoted above show 
that the greatest amount of enterprise has been in Lancashire, 
where 144 new collieries have been opened out, and 3,225,044 
tons of coal additional raised; and in Scotland, where 146 
new collieries have been opened, and 3,159,216 additional 
tons of coal produced. Yorkshire, with an increase of one 
hundred collieries, and 2,624,018 tons of coal, comes very 
near to the great northern coal-field, with an increase of 
2,907,207 tons of coal; but the fact that there have only 
been some forty-three additional collieries opened out in the 
last-mentioned coal-field, proves conclusively that increase of 
production does not always run fari passu with an increase 
in the number of pits. Another very notable fact points to 
this conclusion, for it will be observed that while the number 
of collieries has increased in every coal-field throughout the 
kingdom, there has been an absolute decrease of production 
in no less than eight of the principal coal-fields— namely, 
Cumberland, Cheshire, Shropshire, Gloucestershire, Somerset- 
shire, Monmouthshire, North Wales, and Ireland. Another 
curious fact will be found on examining the figures relating 
to Staffordshire and Worcestershire. In these counties there 
has been a total increase of 183 in the number of col- 
lieries, whereas the increase in the quantity of coal produced 
is only 426,754 tons. When we remember the prodigious 
efforts put forth to secure the development of new collieries 
it is obvious that a large number of the older mines must 
have been worked to very little purpose. 

From what has been said it is evident that there is 
much difference and some analogy between the way in 
which coal property has been depressed in England and in 
this country. In both countries, however, the inflation of 
values brought on its usual results, over-production and 
expansion of credits. The tension at length after several 
years of unprecedented excitement, became so severe as to 
render an explosion almost inevitable. In the United States 
the coal production is much more limited in amount and 
is under the control of a smaller number of leading men. 
Hence, the collapse might perhaps have been more easily 
prevented than in England. For the same reason, however, 
it was more severe when it did ‘occur, and its effects were 
more disastrous though operating within a more narrow 
area. If the coal panic has ruined hundreds of investors 
here, it has impoverished thousands and tens of thousands 
abroad. We have already referred to the prevailing belief 
that the coal interest in this country will be slower to 
revive than elsewhere. But no one who has watched the 
growth of the coal production among us in the last twenty 
years can fail to have noticed the extraordinary vitality 
which it has always shown. Does not this vitality give prom- 

60 
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ise of an inherent and irresistible recuperative force for the 
future? How soon we shall see the indications of this 
revival is a question on which public opinion is beginning 
to be a little more hopeful. 


THE CREDIT FONCIER AND ITS FORTUNES. 


Owing to some misapprehension the report has been cur- 
rent that the Credit Foncier of France was about to be 
wound up. There is no foundation for this rumor. At the 
end of April last the annual meeting of the shareholders was 
held, when the report of the year’s business was read. It 
showed a large falling off in the aggregate of business in 
1876 compared with the previous year, the total loans and 
advances amounting to only 152 millions, against 259 millions 
in 1875. The difference was due to a decrease in the com- 
munal loans from too millions to eight millions only. The 
mortgage loans remained stationary at forty-five millions. The 
most interesting part of the report was that referring to the 
Egyptian securities held by the establishment. In the meet- 
ings held in April and November last, the amount of those 
assets was stated to be 168 millions of francs, including the 
bonds taken over in the fusion of the Credit Agricole with 
the Credit Foncier. In the balance sheet, published for the 
end of 1876, the sum is set down at 126 millions. There had, 
however, been a diminution of two millions only. The 
apparent inexactitude is explained by the assets of the Credit 
Agricole not having been transferred at that date. The real 
sum held by the united establishments at the end of the year 
1876 was 166 millions, consisting in round numbers of five 
millions of bonds of 1873; sixty-one millions of advances on 
securities—titles of the Consolidated Debt and Alexandria 
Waterworks. That portion of the Egyptian debt had been 
excepted from the measure of conversion, and is payable in 
money, the Viceroy having engaged to make up the deficit, 
should the sale of the securities not cover the debt. Exten- 
sions of time for payment have been accorded twice, the 
second expiring in October next. The remainder of the 
Egyptian securities heid by the Credit Foncier are sixty-one 
millions of Treasury bonds, and thirty-nine millions of Daira 
bonds. Referring to the recent modifications in the statutes, 
the Governor stated that the Government had introduced a 
clause to limit to 2,000 millions the amount of bonds that 
could be issued down to the year 1883, unless with the 
authorization of the Minister of Finances. There is, how- 
ever, still a wide margin, as the present issue is only 1,365 
millions. The bonds redeemed in 1876 amounted to fifty-seven 
millions of francs. The monopoly of the Credit Foncier 
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expired in April last, and the report remarks that a renewal 
of it would have been too dearly purchased if it were to be 
only obtained in exchange for the surrender of the right of 
proportioning the conditions of loans to the variations in the 
value of money. The profits for the year amounted to 
2,202,425f. A dividend of 12f. 50c., or five per cent. on the 
paid-up capital, was paid in January last, and the board pro- 
posed to add the balance, which was equal to a further sum 
of 11f. per share, to the reserve. That proposal was received 
with dissent, and on a vote being taken, the meeting decided 
on distributing the balance of the year’s profits. Several 
vacancies among the directors had to be filled, and, as usual, 
the required number of candidates were recommended by the 
board, but some of the nominations were not ratified by the 
shareholders. 

Among the modifications in the statutes of the Credit Fon- 
cier Company, proposed by the Board and voted by the meet- 
ing of shareholders, was the creation of an insurance branch, 
with the view of intercepting the insurance on house prop- 
erty serving as a security for loans, and now taken with 
other companies. The Council of State refused to authorize 
this addition to the ordinary business of the Credit Foncier ; 
but the difficulty is now about to be got over by the estab- 
lishment of an insurance company independent of the Credit 
Foncier, but for the shares in which only proprietors of the 
Credit Foncier will be admitted to subscribe. The capital is 
fixed at forty millions of francs, and owners of ten shares in 
the Credit Foncier will have a right to take two in the new 
company. The other insurance companies are naturally hostile 
to this scheme, which would deprive them of many of their 
clients, for the Credit Foncier would no doubt compel bor- 
rowers to insure with its own establishment, and propose in 
return to compete with the Credit Foncier on its own ground. 
As the monopoly of the latter is at an end, they have started 
the project of forming a syndicate for the issue of mortgage 
bonds (with the authorization of the Government) of the 
same kind as those of the Credit Foncier, for the purpose of 
making loans to proprietors of houses who insure with them, 
or would undertake to do so. 

It is gratifying to find that this important institution, 
notwithstanding its losses, is still in a sound condition, and 
is doing a large though diminishing business in its proper 
field of investment. Several changes have taken place in it 
during the last four or five years, and the misfortunes of 
the company will, it is hoped, produce the good effect of 
reviving its old conservative principles of management. 
Besides M. Wolowski, the credit foncier has lost some others 
of its former efficient managers. Two or three years ago 
the report was published that the Association intended to 
invest some of its idle funds in U. S. Government Bonds, 
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Instead of this conservative policy which would have been 
equally safe and remunerative, the directors preferred Egyp- 
tion securities and other doubtful investments by which 
heavy losses were sustained. For more than twenty years 
this institution has enjoyed a monopoly, and has been pro- 
tected from the competition of other companies by the law. 
For a long period, in the earlier part of its history, its 
conservative managers kept the credit foncier true to its 
original purpose as a lender of money upon mortgage of 
real estate. Now that its monopoly has ceased a salutary 
competition will probably spring up with new companies of 
sound constitution and management from which the best 
results may be anticipated. As the money which this in- 
stitution lends and invests is, for the most part, raised 
from the sale of its bonds to the public, the obligation is 
very apparent that its investments must be of the soundest 
and highest character if the price of its bonds is to be 
sustained in the market. 


eo 


STATE TAXATION IN NEW YORK. 


The general agitation which prevails in regard to various 
questions connected with our system of State taxation will 
cause the annual report lately prepared by the State Assessors 
of New York to be examined with unusual interest. For its 
own sake the report is well worthy of study. It illustrates 
the material progress of the State, and it confirms the 
opinions we have so often expressed as to the inherent dif- 
ficulties of the fiscal system by which in this country we raise 
the annual income of our municipal and State governments. 
The Assessors offer some suggestive observations in regard to 
the revision of the tax laws regulating the assessment of 
real and personal property. 

It is of much moment to the prosperity and growth of our 
industry that the existing inequalities and uncertainties may 
be removed, and that the taxes may fall equally upon all 
citizens in proportion to their ability to pay. In New York, 
and in other States, the present tax laws were enacted many 
years ago, and their provisions have been so construed by 
the Federal and State courts, especially in reference to per- 
sonal property, as to produce much irregularity and uneasi- 
ness. The Assessors in the discharge of their functions ‘must 
be guided like other officers by the letter of the law and by 
the decisions of the court. From the assessment they make 
there is no appeal save to the people through their repre- 
sentatives in the Legislature. For many years efforts have 
been making to reform the laws governing the assessment of 
personal property for the purposes of taxation. Legislative 
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committees have been appointed, voluminous reports have 
been made, changes in the tax system have been suggested, 
sometimes rashly and crudely, at other times with more 
wisdom and discretion, but little or nothing of a _ prac- 
tical character has been accomplished for the reform of the 
law or the correction of its gross and oppressive evils. In 
New York the real estate exempted from taxation through- 
out the State is estimated at 300 millions of dollars. No 
list or schedule exists by which the precise amount of this 
exempted property can be accurately known; the Assessors 
recommend that the Legislature should have prepared an 
official statement of the quantity of real estate exempt from 
taxation in the towns, villages and cities of the State, with 
the names of the owners, the amount of its value, and the 
purposes for which it is used. The propriety of this sugges- 
tion is very obvious. With such a list before them the 
Legislature can determine how far it is possible, in accord- 
ance with sound fiscal principles, to assess any portion of this 
now exempted property for the purpose of taxation. There 
is no doubt that a considerable part of the real and per- 
sonal estate which is now assessed for taxation has as good 
a claim to exemption as a portion of the property exempted. 
Such at least is the general belief, and this fact constitutes 
an additional reason for preparing the official statistics in 
question. The subjoined table shows the aggregate valua- 
tions of real and personal estate for 1873 and 1876: 


INCREASE OF ASSESSMENTS 1873 TO 1876. 
1873. 1876. Increase. 


Real Estate......... 1,750,698,918 2, 376,252,178 625,553,260 
Personal Estate... 418,608,955 379,488, 140 *39,120,815 


2, 169, 307,873 25755» 740,318 586, 432.445 
* Decrease. 

At first sight it may seem singular that in a period of 
commercial depression like that which has so long prevailed, 
an increase in the assessments should have been possible. 
But the report states that the increase is owing to the fact 
that formerly the Assessors in many parts of the State 
assessed property at less than its value, “ranging from 
one-eighth to one-fourth, one-third, or some other fraction of 
its true value.” The law requires that all property shall be 
assessed “at its full and true value, as it would be appraised 
in payment of a just debt due from a solvent debtor.” This 
injunction seems to have been more completely obeyed during 
the last year than ever before. Hence, the assessed valua- 
tions are believed to approximate more nearly to the actual 
cash value of the property. 

To show the changes in the assessment during the last 
year, we give the following table. The net increase in the 
assessment of real estate amounts to $ 267,926,306, or 13.7 per 
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cent. The net increase in the personal estate assessments 
during the year were $21,546,739, or six percent. The aggre- 
gate increase in the assessments of real and personal estate 


for the year were $289,473,045, Or 11.7 per cent. 


ASSESSMENTS OF REAL AND PERSONAL ESTATE, 1875 AND 1876. 


Real Estate Pers’l Estate Real & Pers'l Real& Pers’l Increase Decrease 
Counties. 1876. 1876. 1876. 1875. in 1876. in 1876. 
$47,039,898 + $5,300,151 . $52,340,049 - $51,779,367 - $560,682 . 
153279,862 . 1,439,626 . 16,719,488 . 10,657,057 . 6,062,431 
24,340,331 + 1,425,296 . 25,765,627 . 7:904,906 . 17,860,721 . 
Cattaraugus .. 19,614,404 . 1,643,450 . 21,257,854 + 22,138,049 - — 
Cayuga 29;5359549 + 4,095,810 . 33,631,350 35,875,022 - = 
Chautauqua.. 35,708,918 351755353 + 38,884,271 - 39,714,352 - —— 
Chemung .... 22,572,112 . 795,338 23,367;950 - 9,783,219 + 13,584,731 - 
Chenango... . 21,883,209 . 2,702,614 24,585,823 + 24,756,740 . —  .- = 170,917 
Clinton 5,364,454 - 685,955 6,050,409 6,051,220 . — . SII 
Columbia .... 18,492,013 - 4,479,019 . 22,971,032 . 21,433,501 ~ 1,537,471 - ee 
® 8,771,243 + 1,068,468 . 9,839,789 . 5,686,936 «+ 4,152,853 - _ 
Delaware .... 12,453935° + 1,794,333 - 14,247,663 . 14,896,244 - - 648,581 
Dutchess..... 22,454,216 . 6,062,283 . 28,522,499 . 28,556,625 . — . 34,126 
Erie......-+++ 133,675,158 ~ 11,578,95% «. 145,254,109 . 62,221,292 . 83,032,817 . — 
Esse oe 5,998,460 . 406,136 . 6,404,596 . 6,270,527 - 134,069 .- —_— 
Franklin...... 7,836,614 . 1,026,848 8,863,462 . 9,166,500 . —  . 303,038 
Fulton........ »215,994 - 460,328 . 4,676,322 . 4,085,298 . 591,024 . 
Genesee 14,998,739 - 2,862,05t . 17,860,787 . 18,276,142 . — 4155355 
Greene......+ 4,796,865 . 611,953 . 5,408,818 5,515)75° - — . 106,932 
Hamilton .... 644,547 - goo 645,447 - 842,961 . — . 197,514 
Herkimer.... 115974,880 . 1,739,658 . 139714,538 . 9,670,210 . 4,044,328 . 
Jefferson 31,222,857 +» 5,473,929 . 36,696,786 . 33,942,416 . 2,754,370 - 
Kings........ 223,389,621 . 14,882,265 . 238,271,886 . 236,782,901 . 1,488,985 « 
7,892,621 . 916,225. 8,808,846 . 9,136,379 « a 
Livingston... 22,737,168 . 2,307,992 . 25,045,160 . 26,495,613 - — 
Madison...... 17,861,149 . 2,526,660 . 20,387,800 . 10,475,461 ~ 9,912,339 
89,709,287 . 3,967,900 . 93,677,187 . 100,259,218 . — 
Montgomery.. 9,125,299 . 475,499 . 9,600,786 . 9,813,369 - — 
New York.... 892,428,165 .218,626,178 .1,111,054,343  «1,100,943,699 - 10,110,644 . 
30,286,488 . 2,042,178 . 32,328,666 . 25,762,048 . 6,566,618 . 
Oneida....... 57,119,082 . 6,048,206 . 63,167,288 . 18,292,745 - 44,874,543 - 
Onondaga... 72,420,935 ~ 10,861,851 . 83,282,786 . 31,705,240 ~. 51,577,546 
33,172,811 . 4,176,033 . 37,348,344 . 24,832,054 . 12,516,790 . 
Orange 38,476,596 . 8,328,990 . 46,805,586 . 25,360,149 ~. 21,445,437 - 
Orleans ...... 20,233,403 . 1,846,329 22,079,792 . 23,356,912 . — —~« 
Oswego...... 24,318,705 . 1,898,204 . 26,216,909 . 16,896,726 . 9,320,183 . 
12,494,010 . 1,826,080 ., 14,320,090 . 11,571,242 . 2,748,848 
8,842,498 . 1,736,212 . 10,578,710 . 7,152,226 3,420,434 . 
23,085,209 . 3,331,130 . 26,416,339 . 26,577,198 - 160,859 
Rensselaer.... 23,396,295 . 5,037:719 . 28,434,014 . 28,581,196 . - 147,182 
Richmond.... 13,232,358 . 853,200 14,085,558 16,588,959 . . 2,503,401 
Rockland .... 10,706,267 . 1,633,523 12,339,;799 . 18,391,784 - 6,051,994 
St. Lawrence. 13,938,216. 1,131,130 15,069,346 15,839,838 - + 770,492 
Saratoga..... 13,490,611 1,858,569 15,349,180 . 12,006,436 35342:744 - — 
Schenectady.. 5,900,227 . 600,463 . 6,500,690 . 6,385,122 . 125,568 . _ 
Schoharie .... 8,112,352 994,719 . 9,107,062 . 8,287,544 . 819,518 . ——- 
Schuyler. .... 7,811,34t . 833,100 , 8,644,441 . 7,573,835 . 1,065,606 . — 
Seneca ....... 1453575393 + 15733892 . 16,091,285 16,264,100 . - 172,815 
25,827,275 . 2,654,516 28,481,791 . 29,133,086 . + 651,295 
Suffolk ....... 11,152,049 1,954,600 , 13,106,649 . 13,741,559 . - 634,910 
Sullivan 6,022,024 . 293,798 . 6,305,822 4,107,531 . 2,198,291 . _ 
Tioga . 5,023,091 - 399,615 5,422,706 514455443 - + 22,737 
sees 12,042,779 1,533,935 . 13,576,614 14,302,632 . + 726,018 
10,719,550 . 1,683,512 . 12,403,062 . 12,732,666 . + 329,604 
2,388,928 . 516,076 25905,004 . 25972, 388 . 67,384 
Washington.. 10,980,251 . 2,092,260 . 13,072,511 . 13,675,902 - 603,392 
Wayne 19,050,287 . 2,148,026 . 21,198,313 19,314,745 . 1,883,568 . _ 
Westchester. . 58,568,811 . 4,559,781 . 63,128,592 . 16,700,487 . 428,105 . _ 
Wyoming.... 13,353,978 . 1,458,993 . 14,812,971 . 13,942,322 . 870,649 . _—_ 
75711,345 + 893,884 . 8,605,229 . 9,547,133 —-, (a 
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yo eee 2,376,252,178 .379,488,140 .2,755,740,318 .2,466,267,273 . —— . 941,904 


In regard to the taxation of bank shares, the - Assessors 
make the following remarks: “The shares of bank stock, both 
National and State, are taxed, when assessed according to 
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law, to a greater extent than any other kinds of personal 
property; perhaps for the reason that these shares are 
more tangible or easily discovered, and their value more 
readily ascertained, from the returns the banks are obliged 
by law to frequently make, under the oaths of their officers, 
and from the stock lists of sales made in the open market. 
One of the most effective means of relief to the owners of 
bank shares, aside from a change of the laws, would be the 
assessment of all kinds of taxable personal property at its 
full and true value, as the law contemplates and commands 
it shall be, but as it is not. This would be a great source 
of relief to the owners of real estate. The assessed valuation 
of banks and bank shares in the city of New York, in 1876, 
was $95,399,373, being an increase of $ 11,787,979 over the 
previous year, caused by compliance to law in the assess- 
ments by the Tax Commissioners. It would appear that 
banks and bank shareholders are not without cause of com- 
plaint, and that some relief should be granted. Even now 
these capitalists are compelled to petition for relief from 
what they deem unequal and unjust taxation, and are divid- 
ing their surplus and reducing the capital stock of their 
banks. 

“The banks and persons engaged in banking business in 
this State complain, and it seems to us with good and suf- 
ficient cause, that the capital of foreign banks, amounting to 
millions of dollars, is employed in loans and discounts by 
agents, and yet entirely escapes taxation. A few years ago 
one of these foreign banks was assessed in the city of New 
York in the sum of $4,000,000. The Court of Appeals (N.Y. 
Rep., vol. 59, p. 40) decided, ‘that the intention of the Act 
of 1851, was, that for foreign capital transferred here, for the 
purpose of being loaned to our own citizens, and employed 
by them in their business, no tax should be assessed either 
upon the foreign capitalist or his agent resident in this State; 
and that the Act of 1855 was not intended to change this 
policy. With the question of its wisdom we have nothing to 
do. The power of taxation is vested in the Legislature, and 
our duty is simply to interpret its enactments.’ In this deci- 
sion, Church, Chief Justice, Grover and Folger, dissented. 
Now, if this foreign bank used $4,000,000 in business in the 
city of New York (the amount of the assessment), in 1876, 
the amount of capital of the Metropolitan National Bank 
(before its capital stock was reduced by vote of its stock- 
holders on the fifth instant), then the foreign capital had an 
advantage over the capital of the Metropolitan National 
Bank, to the amount of the taxes paid by said bank in 1876 
by $220,000, or equal to a dividend on its capital stock of 
5.20 per cent. The law most certainly needs amendment, for 
the purpose of protecting our home capital against the now 
untaxed, and, under the decision of the court referred to, 





26 THE BANKER’S MAGAZINE. [June, 
93 


the untaxable, capital of foreign banks and capitalists. All 
capital owned abroad, and used in the business of banking 
in this State, should pay the same tax as domestic capital for 
local and State purposes; and even then, as long as the 
Government tax is levied upon National banks, it will have 
the benefit of two per cent. over the banks, while doing the 
same business in the same place. The following is the law 
referred to by the court, under which the assessment was 
made on the foreign banks by the Tax Commissioners of the 
city of New York: 

“* All persons and associations doing business in the State 
of New York, as merchants, bankers or otherwise, and not 
residents of this State, shall be assessed and taxed on all 
sums invested in any manner in said business, the same as if 
they were residents of this State.’”—Zaws of 1855, Chap. 37. 

After some interesting suggestions in regard to the sepa- 
rate valuation of land and buildings, and the necessity of so 
adjusting taxation as to foster manufactures and avoid driv- 
ing capital out of the State, the report concludes with the 
following argument in favor of the establishment of a new 
department of assessment and taxation, with its principal 
office at Albany: “ After an experience of more than three years 
in assessments and taxation, and some knowledge acquired 
from such experience, and considerable reflection on the sub- 
ject, we have become satisfied that wisdom points to the cre- 
ation of ‘a State department of Assessment and Taxation,’ 
with its principal office at Albany, organized similarly to the 
Tax Department of the city of New York. This Department 
to have all the powers and discharge all the duties now 
given to and imposed upon the State Assessors, and such 
other powers and duties as the Legislature may deem proper 
to grant and impose relating to local assessors, assessment of 
corporations and associations organized under the laws of 
this State, or doing business therein, and to which depart- 
ment all such corporations and associations shall make 
annual reports, duly verified in such forms and upon such 
subjects as may be deemed proper, and also be required to 
pay their taxes directly to the State Treasurer, without the 
intervention of local collectors or receivers. This department 
to be made the effective head of the assessing power of the 
State, with ample power to make rules and regulations for 
the government and control of local assessors in the dis- 
charge of their duties, and for their removal for incom- 
petency, neglect of duty, or violations of the rules and regu- 
lations of the department, or of any statute relating to assess- 
ments, and to such other powers relative to the assessment, 
equalization, and collection of taxes as may be thought 
proper, and said department be required to make annual 
reports to the Legislature. We believe such a department 
would be found of great benefit, convenience, and efficiency, 
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properly organized and conducted, and promotive of order, 
system, uniformity of assessments, and economy in this most 
important and vexatious branch of the public service, which 
touches the pockets of millions of people. We cannot but 
believe that such a department would prove an efficient and 
speedy relief from many of the existing evils now demand- 
ing active remedies. It would form a good commission for 
a thorough examination of all tax laws.” 

We doubt very much whether the plan here recommended 
would do vital service for the correction of the evils of 
our tax system. The fault lies rather in the system itself 
than in the men who are responsible for its administration. 
Until our State Legislatures become better informed as to 
fiscal laws and methods, so that the needful legislative reform 
can be realized, no changes in the organization of the Bureau 
which has to carry out those laws will be able to bring about 
much amelioration, or to counteract the serious evils which 
are at present complained of. 


CAN THE HOLDER OF A BANK CHECK SUE THE 
DRAWEE? 


An interesting case was lately decided in the Supreme 
Court of the U. S., of which we give a full report on page 
972 of this issue. The plaintiff sought to recover the amount 
of a check drawn on the defendant bank by F. E. Spinner, 
Treasurer of the United States. This check was indorsed in 
the name of the payee without authority, and the defendant 
bank paid the amount to an unauthorized holder. The true 
owner of the check sued the bank, and the Court below gave 
judgment in his favor. As will be seen from our report this 
judgment was reversed by the U. S. Supreme Court, on the 
ground that the bank had never accepted the check, and that 
until acceptance no privity of contract is created between the 
payee and the bank on which the check is drawn. 

Two or three questions were discussed by the Court which 
are of practical moment, and are otherwise worthy of special 
notice. From the evidence it appeared that on a settlement 
of accounts between the bank and its depositor Mr. Spinner, 
the check in question had been credited to the bank. This 
fact was supposed, for reasons to which we will hereafter 
refer, to be important to the case of the plaintiff, who 
claimed that the check had been accepted by the bank. But 
this proof of acceptance was not sustained by the Supreme 
Court, who held that upon a settlement of accounts in this 
transaction the credit was by mistake allowed to the bank to 
which it was not entitled, and that when discovered, this mis- 
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take must be rectified, inasmuch as an ordinary writing up 
of accounts with a return of the vouchers precludes no one 
from ascertaining the truth and claiming its benefit. 

The second question was that such a presentation of the check 
as would create a privity of contract between the payee and 
the bank, was not effected by the payment actually made in 
this case to the unauthorized holder of the check. The Court 
held that there was no valid payment of the check inasmuch 
as the real endorsement of the payee was as necessary to a 
valid payment as the real signature of the drawee, so that in 
law the check was never paid at all. Consequently, as no 
payment had been made, no privity of contract based upon 
the presentation or payment could have been created. 

Such are the principal points in this interesting case. The 
conditions under which the holder of a check may sue the 
bank on which it is drawn have long been the subject of 
vehement dispute, and the opinions of Courts and jurists are 
by no means uniform or settied. It has been observed in 
regard to the chief question on which this case turned,—the 
right of a check-holder to sue the drawee if he have funds 
enough belonging to the drawer,—that “when one comes to 
examine the authorities which range themselves on either 
side,. and to investigate the course of reasoning by which 
these authorities respectively seek to support themselves, the 
tale of the two honorable Knights who fought about the 
question whether the shield between them was golden or 
silvern is forcibly brought to mind. Each line of argument 
in its turn seems to be the more correct, and to be satisfactorily 
backed by respectable vouchers.” Since these remarks were 
published several questions formerly in dispute have been 
settled. For example, the Supreme Court of the United 
States decided in Bank of Republic vs. Millard, 1o Wallace, 
152, that the holder of a bank check cannot sue the bank 
unless there be some act done by the bank by which a 
privity of contract is created between the bank and the holder 
of the check. The Court also held that while a check is an 
appropriation of the fund held by the bank to the credit of 
the drawer, and while this appropriation is complete as 
between the holder and the drawer, it is not binding upon 
the bank until the latter consents to it. In this case it was 
held that this rule especially applies when the check is for 
part of a deposit, as one cause of action might thus be 
divided into many, and that the only remedy which exists for 
a wrongful refusal of the bank to pay the amount deposited 
to meet the check is a suit by the drawer, or by the holder 
in tort for the wrong done; or secondly, a suit by the drawer 
for damages for breach of the implied contract on the part 
of the bank to pay its depositor’s checks to the amount of 
his funds in the bank. 

A question very similar to this recently caused a great 
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amount of discussion in England, and led to the introduction 
by Mr. Hubbard, in the English Parliament, of an Act 
intended to give the right of action to the check holder as 
well as to the depositor of the bank who drew the check. 
Mr. Hubbard’s amendment was not passed, and the English 
law remains substantially like our own in regard to the 
rights of the drawers, the holders and the drawees of bank 
checks. There is, however, this difference, that as a general 
rule a check is not regarded in England as an assignment of 
the funds of the depositor, though it is held that there are 
some cases in which equity would regard a check as such an 
assignment, for example, in the case of the death of the 
drawer, and the consequent revocation of the banker’s 
authority which is there held to its effect, the holders may 
obtain equitable relief against the banker. 

Probably the suit before us would never have been brought 
but for a single sentence which was inserted in the opinion 
of the Court in the case above cited from 10 Wallace, 152. 
The Court said: “It may be if it could be shown that the 
bank had charged the check on its books against the drawer, 
and settled with him on that basis, that the plaintiff could 
recover on the count for money had and received, on the 
ground that the rule ex aeguo et bono would be applicable, as 
the bank having assented to the order, and communicated 
its assent to the paymaster (the drawer) would be considered 
as holding the money for the plaintiff’s use; and, therefore, 
under an implied promise to pay it on demand.” In Penn- 
sylvania, it has been decided that privity of contract can be 
established by the charging of a check on the books of the - 
bank on which it is drawn. Seventh National Bank vs. Cook, 
73, Penn. St. 485. In Kentucky, it has been held that where 
the drawer of the check notified the bank by letter, the 
holder could sue the bank. esler vs. Given 8 Bush (Ky.) 
361. To the same effect is Sharswood’s note in Byles on 
Bills. The learned American editor says: a bill of exchange 
is not an equitable assignment or appropriation, but the cases 
treat a check on a banker as such; and if the holder is a 
holder for value, as to whom the drawer cannot revoke right- 
fully the power which he holds, coupled with an interest why 
should not the banker upon distinct claim and notice be held 
bound by the equity ?” 

This view has been sustained in South Carolina, in the 
case of Fogarties vs. State Bank 12 Rich. Law 518, where it 
was decided that the check holder has a right of action in 
assumpsit against the bank. If it refused to pay the check, 
when it had funds of the drawer available for doing so upon 
the implied promise which the law raises in his behalf. 

In Louisina, in Illinois, and in Iowa the State Courts have 
taken a similar view of the privity of contract between the 
holder of a cheek and the bank which holds the funds 
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deposited to meet the check. Oppposed to this view are a 
great multitude of cases decided in reliance upon the old 
principle that a check was analogous to a bill of exchange. 
Thus in the case of Moses vs. Franklin Bank, 34 Md. 580, 
Mr. Justice Alvey said, in 1871: “it is certainly a general 
rule that the drawee who refuses to accept a bill of exchange 
cannot be held liable on the bill itself; nor to the holder 
for the refusal, except it be upon the ground of fraud and 
loss to the latter. A bank upon which a check is drawn 
occupies in this respect a similar position to that of a drawee 
or bill of exchange. It is but the agent of the depositor 
holding his funds upon an implied contract to honor and 
take up his checks to the extent of the funds deposited. 
The obligation of the bank to accept and pay is not to the 
holder but to the drawer.” 

It seems to us that the confusion which has prevailed on 
this subject is due in no small degree to the persistence with 
which this old principle of analogy has been applied in cases 
where it was clearly inadmissible. We have here an instance 
of the injury which injudicious tax laws inflict on business. 
In England, the tax officials for a long course of years 
persisted in regarding checks as inland bills of exchange, 
and charged them with stamp duties accordingly. Hence, 
the development of the check system in England was very 
slow compared with that of our own country, where no 
such pernicious impediments were raised up by our tax 
laws prior to the civil war. Another consequence was that 
the Courts of Law continued to regard checks as subject 
to the analogies of bills of exchange. This view was both 
more extended and longer kept up than it otherwise might 
have been; and the courts of law in the United States were 
in this as in some other cases, too ready to follow English 
precedents. 

In view of the recent decisions of the U. S. Supreme 
Court and of the higher tribunals of the several States we 
may sum up the general principles in regard to the ques- 
tion under review very briefly. The law recognizes three 
parties whose rights are in question. First, there is the 
drawer of the check. So far as he is concerned the check 
when drawn, signed and delivered constitutes a valid appro- 
priation, and he is bound thereby. Thus, in Keen vs. Beard 
8 C. B. N. S. 372, Mr. Justice Byles said, “in one thing a 
check differs from a bill of exchange. It is an appropria- 
tion of so much money of the drawer’s in the hands of 
the banker upon whom it is drawn, for the purpose of dis- 
charging a debt or liability of the drawer to a third per- 
son; whereas it is not necessary that there should be money 
of the drawer’s in the hands of a drawee of a bill of 
exchange.” To the like effect we might cite innumerable 
cases showing that when a man signs a check the assign- 





1877.] CAN THE HOLDER OF A CHECK SUE THE DRAWEE? 941 


ment so far as he is concerned has been completed, and he 
is bound by it. 

Secondly, there is the holder of the check, or the person 
in whose favor it is drawn. His rights are clearly poten- 
tial. They are contingent on something which he has him- 
self to do. If he is negligent, his rights and remedies may 
suffer, if he is prompt and fulfills all the legal conditions, 
his inchoate rights mature, and are consummated in his 
receipt of the funds whatever they may be which are on 
deposit to meet his check. The chief duty of the check- 
holder, therefore, is promptitude in the presentation of his 
check to the bank for certification or payment. This point 
is well put in Morse on Banking, page 471. “It is true— 
and it is all that the cited cases decide—that before demand 
for payment no assignment exists, no obligation has been 
created, no privity has grown up, and the very right of 
the bank to pay may be taken away by any one of a 
great number of occurrences. But the act of presentment 
and demand made before any one of these occurrences has 
taken place is the act which creates at once, by usage of 
business and understanding of all concerned, the obligation, 
the privity, and the appropriation, or at least the right to 
claim an appropriation.” 

The third party whose rights are in question is the bank 
on which the check is drawn. As the depositor places his 
money in the bank in order that he may enjoy the usual 
facilities of checking upon it at pleasure, and as it is the 
universal understanding between banks and depositors arising 
from the customs of trade, that the checks upon deposits 
shall be paid on demand, it is clear that prior to any 
demand being made upon the bank, no obligation is incur- 
red by the bank in regard to any particular check. But, 
until the acceptance of the bank is added to a check, 
‘that check is contingent, and certain inchoate rights per- 
taining to it and potential in it have not as yet been 
legally fixed and completed. 

It is easy to apply these principles to the case before 
us. As the payee of the check on which the suit was 
brought did not indorse the check and present it to the 
bank, the act of quasi-presentation was wholly nugatory. If 
the check was not presented according to law, it was abso- 
lutely impossible for any legal rights to mature, by which 
the bank could be affected. The remarks made by the Court 
in the case of Bank of Republic vs. Millard assume that a 
privity of contract had been created between the bank and 
the drawer. But, inasmuch as no such privity of contract 
existed in this transaction, the whole claim of the plaintiff 
fell tothe ground. The importance of the rulings in this case 
will be seen more distinctly hereafter when we proceed to exam- 
ine in a future article the rights of the holder or the drawer 
of a check to stop the payment at bank before presentation. 
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THE COST OF THE FRANCO-GERMAN WAR. 


Not a few persons have supposed that the war between 
Russia and Turkey would be prevented by the want of funds, 
as neither of the two belligerents seems able to borrow much 
in the money markets of Europe, or in any other method to 
supply itself with money or other means of carrying on exten- 
sive military operations. This theory ignores the great princi- 
ple to which the first Napoleon owed much of his early success. 
He used to say that the fundamental rule of successful 
warfare was to make war support war. And accordingly, 
during the most brilliant part of his military career, his army 
cost the French Treasury little or nothing. The same prin- 
ciple has often been exemplified in Oriental warfare, and in 
the struggle between Russia and Turkey, it bids fair to be 
carried out upon a large scale. Another instance which is 
still more noteworthy, is that of the Franco-Prussian war 
of 1870-71. It is well known that the victorious Germans 
levied a war-fine of five milliards, which was paid in specie 
or its equivalent by the French. What is not so well known 
is the other losses which were inflicted on France during 
the invasion and occupation of certain districts of the country 
by the German armies. 

The French Government had just published, on this sub- 
ject, some very interesting statistics. From their report, we 
find that the number of individuals to whom reparation in 
pecuniary damages has been made by the French Govern- 
ment, is more than. a million, and that the whole sum of the 
damages claimed from the Government is 886,957,755 francs, 
or more than 177 millions of dollars. This aggregate 
includes the contribution of two hundred million francs 
levied on the city of Paris. The details of these contribu- 
tions are very interesting. 

The war contributions and fines are put down at 229,996,029 
francs; the requisitions in kind amount to 134,107,747 francs; 
the cost of lodging and. boarding troops is estimated at 
101,809,814 francs; the loss by theft, incendiarism, and occu- 
pation, figures for 392,641,839 francs. Thirty-four depart- 
ments (about three-eighths of France) were invaded by the 
German armies; the respective losses of each of these depart- 
ments are estimated as follows: Aisne, 23,742,839 francs; 
Ardennes, 40,633,735 francs; Aube, 6,672,783 francs ; Calvados, 
692,129 francs; Cher, 440,390 francs; Céte d’Or, 14,464,427 
francs ; Doubs, 5,517,370 francs; Eure, 10,516,053 francs; Eure- 
et-Loire, 25,499,341 francs; Indre-et-Loire, 4,456,535 francs; 
Jura, 8,761,525 francs; Loire-et-Cher, 15,522,693 francs; Loiret, 
37,886,609 francs; Marne, 26,237,675 francs; Haute-Marne, 
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7,401,293 francs; Mayence, 645,317 francs; Meurthe-et-Moselle, 
28,611,180 francs; Meuse, 26,242,760 francs; Niévre, 5,618 
francs; Nord, 1,918,885 francs; Oise, 11,567,175 francs; Orne, 
3,446,234 francs; Pas-de-Calais, 2,014,893 francs; Haul-Rhin, 
6,010,778 francs; Haute-Sadne, 13,825,505 francs; Sadne-et- 
Loire, 30,292 francs; Sarthe, 17,026,660 francs; Seine-Intéri- 
eure, 14,864,964 francs; Somme, 22,850,443 francs; Vosges, 
8,785,723. francs; and the Yonne, 5,705,599 francs. The 
departments which suffered the most were the Seine-et-Marne, 
the Seine, and the Seine-et-Oise; the loss of the first is put 
down at 50,904,041 francs, of which 932,771 francs represent 
the war contributions and fines, 12,658,452 francs the requi- 
sitions, 6,206,609 francs the cost of lodging and board, and 
31,106,207 francs the damage resulting from theft, fire, and 
other war consequences. The loss suffered by the inhabit- 
ants of the Seine Department was not less than 266,196,022 
francs, and that of the Seine-et-Oise, 146,500,830 francs, 
including, of course, war contibutions. The total amount of 
the indemnities already audited and granted for the partial 
relief of the sufferers is estimated at 617,147,889 francs, or 
about $ 123,430,000. 

The aggregate pecuniary losses of the French nation from 
the war, then, can scarcely be estimated at a smailer sum 
than $ 1,200,000,000, so that France offers in her own history 
one of the most- conspicuous illustrations of the Napoleonic 
maxim of making “war support war.” 


THE PROFITS OF FINANCING. 


Sometime ago we published several articles illustrating the 
extravagant profits made by financing bankers prior to the 
panic of 1866, in Europe. The business of aiding the 
organization of public companies received so powerful an 
impulse twenty years ago in England that it gave employ- 
ment to a very large number of lawyers and agents, and 
many of the companies which were established under the new 
legislation of 1862, in England, owed their origin in a very 
large degree to the ingenious efforts and untiring zeal of 
these prolific workers in the field of finance. Of late years 
the business of promoting has sunk into obscurity. Only a 
few of the most able and skillful practitioners could maintain 
their position. Among the most notorious of these Mr. 
Albert Grant has Jong had a conspicuous place. He has 
lately lost much of that prestige which formerly surrounded 
his operations, and he appears as defendant in a case which 
has just been decided against him by the Vice-Chancellor. 
The facts of this case are very simple. In 1873, the trustees 
of Mr. James Bagnall, a wealthy iron-master in Staffordshire, 
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whose business had been established for more than half a 
century, became desirous of forming a company to buy the 
works and carry on the business. Mr. Carlton, a friend of 
Mr. Albert Grant’s, offered to make the needful arrangements, 
and the trustees accepted his proposition. He undertook to 
deposit the sum of, $100,000 with the trustees, which was to 
be forfeited if the conditions were not fulfilled by Mr. Carl- 
ton. The trustees on their part agreed to pay Mr. Carlton 
$425,000 if the company should be successfully established, 
and the stock floated. As might be expected the $ 100,000 
deposited by Mr. Carlton was lent by Mr. Albert Grant, who 
undertook the whole risk of loss on condition that Mr. Carl- 
ton should pay him $325,000 out of the $425,000 which he was 
to receive from the trustees in the event of his success. The 
stipulations were all fulfilled and the company was success- 
fully floated. Out of the purchase money the stipulated 
$425,000 was paid to Mr. Carlton by the trustees, and 
through him was distributed as previously agreed. Mr. 
Albert Grant received his $325,000 and his confederates, 
Carlton and the others, shared among them the remaining 
‘$100,000. In the prospectus of the company no mention was 
made of this contract between the trustees and the promoters. 

As the law of 1862 requires that all contracts should be made 
public in the prospectus, the court held that there was in 
this case a suppression of material facts sufficient to consti- 
tute a fraud. The Vice-Chancellor held not only that, as 
promoters, the defendants were bound to set forth in the 
prospectus all contracts into which they had entered, but 
also that being promoters they thereby became the agents of 
the company, and in that capacity they had no right to any 
profit on the transaction, which was obtained without the 
knowledge of their principals. Mr. Albert Grant, therefore, 
and his associates were ordered to repay each his own share of 
the $425,000 received from the trustees, with interest at the 
rate of four per cent. The court even denied to the defendants 
the right of claiming a reasonable commission for the services 
they had rendered holding that the fraud which had been 
committed was conclusive against any such claim. It will 
be seen that the English statute is extremely rigid and that 
it closes the door against one class of the frauds which were 
formerly so prevalent. That methods will be devised for 
evading the law is very probable. But at present the rage 
for creating new companies has so much abated, that there is 
very little temptation or opportunity for provoking the 
ingenuity of promoters. It is said that the case above 
referred to is to be appealed. There is, however, very little 
prospect that any decision which is at all likely in this or 
similar cases will enable Mr Albert Grant and his friends 
to retrieve their fallen fortunes. 





THE SILVER QUESTION. 


WHAT POLICY OUGHT THE UNITED STATES TO 
PURSUE UPON THE SILVER QUESTION ? 


BY A STUDENT IN MONETARY SCIENCE. 


What is the silver question? It is whether a porion of 
the commercial world, having demonetized silver except for 
minor or subsidiary purposes, and another portion having 
stopped coining it, have made a mistake in so doing; and 
if they have, whether it is of sufficient importance to warrant 
the calling of an international convention, admitting that one 
can be called, and that its advice would have any influence ; 
and whether the Government of the United States ought not 
to take action in the premises. . 

I have no theory to offer, and I do not intend to sustain 
or to attempt to sustain any theory as to the policy of remon- 
etizing silver. Theory assumed and not proved is the bane 
of monetary science, and keeps those who argue to sustain it 
in the advocate’s, rather than the judge’s, frame of mind. 

That neither silver nor gold, or any other metal used as 
material to manufacture units of money, having been by com- 
mon, that is to say international consent, so used, ought ever 
to be demonetized without a like consent, should be admitted 
by all scientists without argument, although all nations by 
their acts have hitherto claimed the right of independent 
action, and have acted accordingly. Admitting, however, 
that they have, in so doing, acted wrongly, or at least mis- 
takenly, and waiving the question whether even a general 
call for such a convention by scientists and those who 
might join them, would be of any practical use, the real 
question now is not, was it a mistake to demonetize? 
but, having demonetized, would it not be a mistake to re- 
monetize? This, in a general sense, is the question for ex- 
examination ; but a question of money is also eminently a 
practical question, and therefore there is a preliminary ques- 
tion of fact, or rather of probability, to be first answered in 
order to avoid the necessity of arguing a merely abstract 
question. Are England and Germany, or is Germany inde- 
pendently of England, ready to debate the question at all? 
Will they, or either of them take the trouble even to discuss 
it at this time? I fancy not; and if I am right, the whole 
question practically resolves itself into this question: Is it 
expedient for France, and the other members of the Latin 
Union, conjointly with the United States, to attempt fully to 
remonetize silver? Is it expedient for the former to restore 
fully the privilege of coining silver, and of the latter to change 

61 





946 THE BANKER’S MAGAZINE, [June, 


its laws and allow the same thing, all agreeing to make fif- 
teen and a half units of weight of silver in coin, equal to one 
unit of weight of gold? 

Money is altogether a conventional arrangement, and there- 
fore its value is the result of conventional arrangement. 
Hence its real value lies in its purchasing power. Money is 
not in any true sense a commodity, even when its units are 
manufactured out of gold or silver, although it seems hardly 
possible to resist the fallacy that they are such. What is called 
intrinsic value in coin, is the value which the bullion con- 
tained in the coin would possess if the Government stamp 
were removed ; and that value in the bullion, thus made from 
the coin, is what the bullion would be worth to manufacture 
again into coin ; the two values resolve themselves into each 
other. The circumstance that either metal if wholly demone- 
tized possesses intrinsic qualities which make it useful, and 
therefore give it an independent value in the arts, is an acci- 
dental circumstance, important only as it will affect the 
actual weight of the metal that will be coined, and the 
reserve that will not be coined. All money of civilized nations 
is but a development from and improvement on the African 
Macoutes, or abstract units mentioned by Montesquieu. When 
two Africans exchanged commodities, each commodity was 
valued in abstract units called Macoutes; if one commodity 
were valued at one, two, or three Macoutes, the other might 
be valued at three, four, or five. Dispense with one of the 
commodities thus exchanged, and give the Macoutes a local- 
ity in units of some commodity to be hereafter universally 
accepted for the units of all commodities and all capital, and 
we have units of conventional value, in other words, money. 
But there must be some limitation to the number of units 
which can be produced and used, that is to say circulated ; 
otherwise the units of commodities in the numerator of the 
ratio of value, will be valued by a denomination of an indefi- 
nite number of money units. Moreover, there must be also 
steadiness in the number of those units, that is to say, there 
must be as nearly as possible, a standard number of those 
units to a standard number of the units of commodities, and 
this is the only kind of standard possible ; standard therefore 
is not a commodity, but a condition approaching as nearly as 
possible, practically, to stable equilibrium in the ratio. 

This brief analysis will let in much light upon the “silver 
question,” because it necessarily follows from the adoption of 
gold and silver as money, that each metal must be divided 
into units of weight or measure ; and division by weight being 
most accurate, that kind of division has been also adopted by 
common usage. Either metal being sufficient in quantity for 
general distribution, if we examine into the resulting values 
of the units of the two metals, we shall find that the intrinsic 
qualities of the two metals, if they were both considered for 
a moment as demonetized, would give different values to each, 
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not proportioned in the abstract with mathematical accuracy, 
and not even tending in point of fact, to be proportioned 
with such degree of accuracy to the differences of weights of 
their respective total masses, but controlled largely by the 
difference in the respective degrees of demand for each of 
them, founded upon the differences in intrinsic qualities. 
The moment, however, a conventional value as money is given 
them their relation is one of weight only, and their former 
value as commodity is entirely sunk in their newly acquired 
conventional value as money; in other words, they have 
ceased to have any value as ordinary commodities, that is to 
say, they have ceased to have any value in themselves ; their 
value now lies in their purchasing power exclusively, and 
purchasing power is but another name for conventional value ; 
they are worth to the extent of their purchasing power for 
use in the arts undoubtedly, but that they are so is the 
result of their conventional value as money; their intrinsic 
value as commodities would be precisely the same if they had 
no intrinsic qualities, making them useful in the arts at all, 
their conventional value has absorbed all other value. 

The purchasing power or conventional value of the gold 
unit, 7f that be the only money, must therefore be inversely as 
the total number of units of the whole mass existing in the 
shape of gold coin throughout the commercial world; if its 
mass in coin were fifteen and a half times as great as it is, then, 
except so far as legislation might possibly to some extent fix 
the ratio, to buy the same amount of commodities or capital 
would require fifteen and a half times more metal; variation 
in purchasing power or conventional value by artificial increase 
of circulation is another matter. 

There is no natural relation growing out of human wants, 
and therefore, out of demand, between the number of grains 
of gold in one of the units of money, and the number of 
pounds in a bushel of wheat: the relation is conventional 
only, and therefore it is and can be only mathematical; that 
is to say, if the unit is comparatively heavy like a gold eagle, 
the conventional value of the unit will be comparatively 
great; if a sovereign less, and if a dollar still less: add a 
little more gold to the sovereign and make it equal to a 
half eagle, and the purchasing power of the dollar is to that 
of the sovereign as 1 to 5. Silver having been also adopted 
as material to make the money unit, it follows that one of 
its units must be to one of gold inversely as the total 
weight of its mass in coin, to that of gold in coin, which has 
been called that of 2 to 31, or 1-15%. 

Now if we assume the average product of gold for all past 
time to be to that of silver as 1 to 45, and the ratio of value 
of the batter expressed in the former to be 1-15%, it fol- 
lows that nearly % of the mass in weight of gold has gone 
into plate and the arts and 7-9 of the mass in weight of the 
latter. The mass in weight of gold which has gone into 
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plate and the arts, is, therefore, approximately to that of sil- 
ver which has gone the same way, as 1 to 105. If the value 
ratio of silver to gold were exactly 1-15, then in point of 
value, seven times as much silver valued in gold will have 
gone into plate and arts as there will of gold, and 105 times 
as much in weight of mass. Hence it follows that silver, 
having less specific gravity than gold, and having also car- 
ried into plate and the arts more than one hundred times 
greater bulk of metal than gold, must have lost by abrasion, | 
chemical action and other destructive agencies, more than 
one hundred to one in mass as compared with gold, and 
more than six to one in values thus destroyed or lost. This 
estimate would leave the reserve of gold not in coin about 
equal in value to that of silver.* 

This view is fortified by a corollary from the foregoing 
demonstration. Purchasing power, that is to say, conven- 
tional value of a unit of silver to one of gold being actually 
by law, and probably very nearly in fact, as 1 to 15%, and 
the mass of each metal in coin being abundantly sufficient 
to distribute it to every part of the commercial world, were 
“ Bi-Metallism” in the shape of silver and gold universally 
adopted, the tendency would be to an equal division of con- 
ventional value between them, and on the average, it would 
be effected. Hence if one-half the commercial world in point 
of commerce were to introduce Bi-Metallism, and the other 
half to demonetize silver, all the gold would go to the latter 
and all the silver to the former, creating what might well be 
called a monetary nuisance: if an equal distribution of con- 
ventional value is artificially made impossible, the benefit of 
the steadiness of a compound ratio of production of metal, 
as compared with one of a single metal, is largely lost. 
Therefore a general and not a partial adoption of Bi-Metal- 
lism should be urged by Bi-Metallists. 

Another corollary follows: The purchasing power of all the 
money in the world, while the amount of commerce remains 
the same, must always be one and the same, whether metallic 
units alone, or metallic paper and credit units combined, be 
employed to pay for commodities, labor and capital; but 
prices vary locally according to the number of units circu- 
lated, and not according to the variations in the price of 
bullion from demonetization or other causes: the danger of 
national loss from partially demonetized metals lies in ad- 
verse international balances. It is all a valuation by units: 
units of commodities and capital sold fix the conventional 
value of the gold or silver units in the ratio of price, and 
the latter fix, not the conventional, but real, value of the 


* If gold and silver were useless as commodities except to manufacture coin—each metal 
having the same mass and weight existing in the shape of coin as now—the’ bullion and coin 
of each metal would have the same values expressed in each other, and the coin the same 
conventional value in purchases as now. ‘Therefore the one-third of all the gold and silver 
(this third I have estimated to be in the shape of te jewelry, &c.), which is worth one- 
half as much as all the coin in the world, has carried all its ‘‘intrinsic’’ into its conventional 
value. 
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former: the conventional value of the units of gold are fixed 
at each sale, by putting them in the numerator, and the 
units of commodities in the denominator; but ordinary lan- 
guage has no name for such a valuation; only the language 
of scientists; and the name is, Purchasing Power. Ordinary 
language calls every exchange a sale: the money units are 
placed always in the denominator, and commodities and capi- 
tal in the numerator of the ratio. 

Another corollary: Money not circulated has potential value 
only ; money not circulated is but an abstraction; money and 
the circulation of money are practically one and the same 
thing, and the circulation of money is limited by the com- 
modities sold: the value of money lies only in the com- 
modities or capital it buys, and therefore a convertible paper 
dollar has precisely the same “conventional value” in its 
character of money and in the field it occupies as the gold 
dollar, because both are conventional: if excessive circulation 
or imperfect convertibility depreciates the paper, it depreciates 
the gold. There is, however, a real difference between them, 
and that difference lies in the exceedingly important fact, 
preéminently important in respect to bank reserves, that 
paper and even credit dollars, if one choose to call them 
such, have no natural limitation, but gold and silver dollars 
have; they all have the same effect upon price when placed 
in the denominator of its ratio, because as money they are 
only units, and are not commodities. Therefore no currency 
can be said to be regulated by gold and silver, of which gold 
and silver does not form a part, whether it be a third, a 
quarter, a fifth or a sixth. 

This answers the sound, practical, common-sense argument 
of Mr. Bonamy Price. I call his argument such, because 
admitting gold coin to be a commodity merely, having quali- 
ties as money, distinct from the bank note or the economising 
bank credit, admitting that clearings are merely transfers of 
credits for wholesale transactions essentially different from 
retail transactions outside of banks, effected by cash pay- 
ments of gold, silver or bank notes; and admitting further 
that in principle there would be no objection to the exten- 
sion of the “clearing system” to retail transactions, if prac- 
ticable, thus reducing the amount of gold or gold and silver 
required, to a merely nominal figure, then we may as well 
join with Mr. Price in asking the plain common-sense ques- 
tion: Of what use is a gold banking reserve at all, except to 
answer the modest calls of those who want change, or a 
pocket piece? Mr. Price does not ask this question in terms, 
but it is a question fairly resulting from his argument, unan- 
swe¢rable as it is by any one who contends that gold coin, as 
such, is a commodity, and that bank credits may and ought 
to vary without reference to reserve; for surely if wholesale 
transactions take place without any reference to gold, retail 
transactions must necessarily do the same. Therefore the 
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true explanation is, that the value of all money depends 
upon the number and not the kind of units, whether paper, 
credit, or gold, placed in the denominator of the ratio of 
price; and if, as Mr. Price has demonstrated, the credits 
vary without regard to gold; and because they so vary, the 
same method of “clearing” might be extendéd to retail 
transactions if practicable, then Mr. Price might well carry 
his argument farther, as the advocates of convertible bond 
and paper money in the last Presidential canvass in the 
United States have done, and contend as the logical outcome 
from the premises, as these advocates, logically, we are 
forced to admit, have done, that convertibility is after all 
but a name and a shadow. Their argument and the plain, 
practical, common-sense argument of Mr. Price can be 
answered only by admitting the soundness of the arguments 
from the assumed premises, and then showing the fallacy in 
the premises. 

If, therefore, it be admitted that in point of science the 
true object of a reserve is not to enable note or credit hold- 
ers to convert their holdings into a commodity, but to keep 
always such a reserve; that at every clearing there shall be 
behind each payment or transfer of credit, that is to say, 
in the denominator of each wholesale ratio, with but slight 
variation, the same amount of metal to the same amount 
of credit, whether the proportion be one-third, one-fourth, 
or one-fifth, then in all the ratios, both wholesale and 
retail, there will be on the average, a fixed amount of 
credit and of metallic units: if the annual amounts to 
be added to the number of units required by the United 
States, Great Britain, and France, be for one moment, by 
way of illustration, assumed to be the same, assuming also 
that there are no banks of deposit and discount, to increase 
the circulation of metal or bank notes beyond their natural 
limits; then, if the annual metallic demands of the three 
countries, in the order named, be respectively as 1, 2, and 3, 
the average amount of credits in every price ratio in the 
United States, must be two units of credits to one unit of 
metal, and in England one unit of credits to two of metal. 
This adjustment can only be effected in the United States 
(if twenty per cent. reserve be assumed as sufficient against 
notes and credits), by maintaining banking and redemption 
reserve at that figure, if it be possible to regulate deposit 
and discount banking fully, or perhaps approximately through 
redemption reserve, so far as the National Banks are con- 
cerned, by requiring them to keep a consolidated redemption 
reserve at the largest commercial centre, and allowing that 
reserve to count as a part of the collateral in the hands of 
the general Government for security of notes. In addition 
to this, 120 millions in gold, or gold and silver, if we put 
the total of credits and circulation at 600 millions, ought 
to circulate side by side, indiscriminately with the notes, the 
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metallic circulation replenishing the banking and redemption 
reserves, and the latter the metallic circulation. All this 
we will have, at least as far as it is practicable to attain 
to it, when we come to understand the true function of 
metallic units in all circulation, viz., to fix some definite limit 
operating upon éach and every banker, and every producer, 
whether manufacturer or merchant, to the use of all other 
units, thus forcing the least conservative to the highest 
degree of conservatism. 

A practical illustration is afforded by the danks of issue in 
Adam Smith’s time. Sound banks of issue, unaffected as they 
are by the unlimited power of banks of discount and deposit, 
to put money in circulation without redeeming it with metal, 
necessarily by their own proper function, keep a steady reserve, 
because the reserve steadies itself. In Smith’s time the 
Scotch banks kept a reserve of twenty-five per cent. against 
circulation, and out of the whole circulation twenty-five per 
cent. was gold and silver; the bank reserve supplied metallic 
circulation, and the metallic circulation, reserve: the whole 
circulation was two millions, and the gold and silver in 
reserve and circulation was one million; in the United States, 
in 1857, there was gold and silver enough in the country 
to cover more than forty per cent. of the effective circulation, 
but it was not all placed where it would do the most good, 
and one hundred millions of it were placed where it did no 
good at all, because it retired out of circulation and from 
the face of a bank-note circulation, whose purchasing power 
was debased by non-convertibility, imperfect convertibility, 
and bank credits varying without reference to banking 
reserve. 

I have now shown, as I believe, that Professor Bonamy 
Price’s argument, and the logical conclusions from it urged 
by paper-money advocates, are unanswered and unanswer- 
able, except by demonstrating that all money is one and the 
same thing when placed in the denominator of its proper 
ratio, that a limitation of units there is essential, that paper 
and credit money do not furnish such a limitation, while 
metallic money does, if allowed or forced to circulate as in 
Adam Smith’s time in definite ratios with paper. I proceed 
briefly to state some particulars which materially affect the 
question of stability of the ratio of price, and will greatly if 
not altogether compensate for the demonetization of silver 
which has already taken place. 

The rise and fall of prices for short periods, depends 
more upon the amount of circulation than upon the number 
of units of money, whether of paper or metal, in the hands 
of the people. Prices in Europe have probably been advanced 
somewhat in the long period during which the United States 
have failed to take their annual supply of gold. The United 
States, partly perhaps from political motives, committed the 
mistake of making their debt payable in gold instead of 
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paper: had it been payable in paper and remained largely 
at home, the conservative result of holding mostly their own 
debt, instead of sending it abroad and investing the proceeds 
in less productive undertakings, would have rendered the 
crisis of 1873 less severe, and they would have kept more 
gold, and so disturbed its distribution less, Again, had 
Secretary McCulloch and his successors been allowed to pro- 
ceed with the withdrawal of legal tenders, the return cur- 
rent of gold would have set in, and the crisis would have 
been avoided, by stopping the payment of labor in those 
undertakings whose products would not sell. The immense 
activity given to circulation through our banks brought on 
the crisis. France had a much greater amount of money 
placed in the hands of her people after the Franco-German 
war, than had the United States at any time during the late 
civil war or since, even if we include our bank credits; but 
prices rose but slightly in France, enormously in the United 
States: the difference between the two cases, came from 
difference in circulation. In France the gold and silver were 
mostly retired, the paper circulated and did good service in 
maintaining the price of venfes without materially affecting 
labor or commodities. France, though subjected to an enor- 
mous military fine, has suffered less from. the payment than 
Germany from the expenditure of it; prices in Germany have 
been enormously advanced by reason of it, and still more 
by the extension of banks, which caused a large investment 
of labor otherwise than in the production of the neces- 
saries of life to take place; the exchanges between the pro- 
ducts of labor were blocked and a crisis followed. 

But in this brief- paper I must hasten to a conclusion. 
Can law or common consent fix the total purchasing power 
of one metal or of any number of metals? No; because 
law deals with actual relations of men and things, and can- 
not create them: it cannot effectively declare that 2 and 3 
shall be 4, and not 5: it can no more fix the total purchas- 
ing power of gold, if that be the only metal used as money, 
of gold and silver if both are so used, or gold, silver, notes 
and credits, than Xerxes or Canute could chain the tide; it 
cannot strike at a ratio, or alter the rules of proportion. 
Can legislation regulate the relative purchasing power, that 
is to say, the conventional value of gold and silver? 
Undoubtedly it can, unless it goes so far as practically to 
demonetize; for if it can abolish, it can recreate, provided it 
has material to work on: it can demonetize silver or gold, 
or both: having demonetized both, it can remonetize both, 
declaring that a pound of gold shall be equivalent in value 
to a pound of silver, or to 5, 10, 15, 1534, 16, 20, or 25 pounds 
of silver. To declare gold equal in value to silver would, 
however, indirectly and practically demonetize it, because 
gold bullion would all go into manufacture; and if there 
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were really any danger of metallic supply falling short, it 
might be a question for careful consideration, whether the 
universal remonetization of gold and silver could be advan- 
tageously accomplished by reducing very largely the conven- 
tional and relative value of silver to gold, in order to carry 
a much larger quantity of metal into the arts, and thus rid 
the commercial world of Europe (especially England) and 
the United States, of the almost insuperable objection to the 
use of silver by reason of its bulk and weight. 

If there were no gold or silver in plate and other manu- 
factured articles, because altogether worthless for such pur- 
poses, then legislation could at once and forever fix the ratio 
of relative conventional value, as coin, between them ; were it 
not so fixed, the proportions being allowed to settle them- 
selves, then, if the true value ratio of silver in gold were 
1-153, it would permanently fix itself there. 

Legislation, however, could make in this case equal units in 
weight taken from each mass equivalents, because useless for 
manufacture. So legislation may, although each metal is use- 
ful for manufacture, still fix the relation subject to the risk of 
indirect demonetization of the metal undervalued ; possibly at 
some future period, if it be found necessary to remonetize 
silver, it may be undervalued to some extent, if done by the 
world at large; but gold should not be, under any circum- 
stance, demonetized by the commercial world, because we 
should be loaded down with heavy metal in all sales and 
redemptions requiring metal. If any change can be gradually 
- effected by and by, after silver has disappeared from Europe 
and the United States, except for subsidiary purposes, and 
for those purposes much less weight of metal than that now 
used will suffice, perhaps it might advantageously come by 
reducing the value of the ratio of 1-154 so as to throw a 
much larger relative amount of silver into plate and the arts ; 
but this reduction would also have the effect of discouraging 
silver and encouraging gold mining, and so far the effect 
would be also advantageous. 

Again, should the conventional value of gold rise, then a 
still better plan might be to remonetize silver universally and 
fully, and fix the legal ratio at the true ratio as nearly as 
possible, and to endeavor to carry into effect some practica- 
ble scheme for using metallic units of both gold and silver, 
in such a way that they can enter into the circulation repre- 
sentatively discharging their proper function, without being at 
the same time an incumbrance. This could be effected by all 
Governments undertaking to store and safely keep coin of all 
sorts for all who might desire it, issuing paper or tokens for 
the same, and leaving it mostly in bullion; coin or bullion 
to be given in redemption of the paper or tokens at all times. 
The world has not, however, arrived at that degree of advance- 
ment in monetary and social science to make it worth while 
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for any “practical” man to spend time in urging the propri- 
ety of an international convention to discuss even the pro- 
priety of a general remonetization of silver, and certainly 
not of a Government storage of it. 

If the quantity of silver used as money could be reduced 
in bulk and weight to that of gold it would be desirable to 
remonetize it at once universally as well as gold, and it 
would doubtless be done at once without a convention. But 
is not the compound ratio of the total annual production of 
silver and gold to the total existing combined mass in weight 
of both silver and gold, more steady than that of either of 
the metals to its single mass? Unquestionably, and this fact 
and the assumption that the value of the units of each metal 
will be more steady than the value of those of gold alone 
can be, and that those who have contracted debts under a 
bi-metallic standard (meaning perhaps citizens of France and 
subjects of Germany,) have been or will be sufferers and 
losers, if silver be not remonetized, are the chief points of the 
bi-metallists. 

Now as to the fact of greater steadiness in the ratio of 
combined than of single production, I confess that upon first 
thought it seemed to me of paramount importance, but upon 
second thought I believe it to be of subordinate importance 
only. The mass of gold reserved in plate and jewelry, the 
mass of gold reserved (because scarcely ever circulated ) in 
coin everywhere (some of the ten and twenty marc pieces even 
in Germany, having undoubtedly been more or less retired by 
the old debased silver coin), the vast extension of banking 
and consequent rise of prices in Germany, the stimulus to the 
production of gold, should gold rise even slightly in purchas- 
ing power in consequence of the acts of Germany and the 
Latin Union, will abundantly compensate for all tendency in 
gold to rise. Beside, the introduction and extension of bank- 
ing and the use of inconvertible paper money in Russia, 
Austria, and Italy, have had and will have more to do with 
the purchasing power of all money, and consequently of gold, 
than any increase or decrease in the ratio of metallic produc- 
tion. To raise the purchasing power of the money unit by 
“contracting” the total number of units not potentially to 
any great extent, but actually, in harmony with diminished 
demand, as we have done in these United States for three 
years past, affects the value of all our money units whether 
of paper or of gold. How enormously has the purchasing 
power of the gold dollar risen within that time above its pur- 
chasing power before that time? 

But does not the price of silver bullion to-day in the great 
bullion mart of London, demonstrate practically the “ practi- 
cal” loss which the citizens of France and the subjects of 
the German Empire are now sustaining, by being compelled 
to pay in gold when they contracted in silver? 
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Practically, nothing of the sort. If a bank of issue pays 
out its notes for discounted securities, and so occupies a part 
of the great field of circulation, before it quits the field it 
redeems its notes ; if a discount and deposit bank enters the 
field, when it retires it must redeem its credits with gold, 
silver, bank notes, or credits of other banks; the moment a 
part of the field is abandoned another occupant appears, and 
if no other occupant appears we may be sure that part of 
the field has not yet been abandoned. The debased silver 
coin of Germany will not quit the field until the Government 
can redeem it, and it can only redeem it gradually. It com- 
mitted the sad error of believing and carrying that belief 
into action, that it could, within such a period as it might 
dictate, replace a (debased) silver coinage with a gold one: 
it failed to reflect that the previous demonetization of silver 
by England and the United States threw upon the bullion 
markets less weight of metal than its single one was likely 
to throw ; that this was not the first act of that kind but the 
third, and that it had therefore to consider the cumulative 
effect not of its one act but of the three combined. Ger- 
many will gradually get rid of her silver, and if she is not 
willing to wait the progress of time she can give notice that 
she will redeem the silver in Treasury notes payable in silver 
at the pleasure of the holder, and in gold at the pleasure of 
the Government, retiring the silver into her coffers until she 
sees it to the advantage of the Empire to dispose of it. 
Meantime she can watch the progress of monetary events. 
It is by no means certain that the cheapening of silver 
bullion after the present depression wears off and prices 
rise, and after the gradual absorption of the supplies from 
Germany and the Latin Union, will not so increase the demand 
for it as material for manufacture as to make it approximate 
former rates. If it does so, it will be a gain to the world, 
and an important incident. Meantime we may be sure of 
one thing, that prices will not be materially affected in Ger- 
many or France by the cheapening of silver bullion in the 
bullion mart of London. Silver will not leave the field of cir- 
culation in Germany until gold or paper takes, or is ready 
to take, its place. If there were no gold or paper the silver 
would still circulate from necessity. Why does an overvalued 
and subordinate or subsidiary silver coinage circulate in Eng- 
land, and why has it circulated in the United States and 
elsewhere? From necessity alone and not merely because it 
is legal tender ; because the gold unit cannot be conveniently 
subdivided for such circulation, and is not therefore coined. 
Governments, therefore, can issue mere tokens which have a 
subordinate conventional value and circulation accordingly ; 
this conventional value is precisely like all other conventional 
value in coins of full weight; the only difference is that the 
field of convention is smaller. 
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I sum up my objections to the United States embarking for 
the present upon the coinage of silver beyond subsidiary uses, 
as follows: Although the double ratio of production furnished 
by the two metals is more stable than that of a single metal 
can be, yet an abundant degree of stability will be furnished 
by gold alone. This difference in stability is at this time 
merely an abstract quantity so far as practical use goes. In 
fact the difference will not appear unless the Oriental nations 
threaten to demonetize silver. When they do it will be time 
to take action, and action will then be taken either to restore 
silver or possibly to find some metal of much less mass than 
silver to take the place of the gold that will depart eastward. 
Should silver be fully remonetized by the United States and 
the true functions of a metaliic reserve and a mixed circula- 
tion be understood and acted on, the bulk and weight of sil- 
ver in the circulation would be a more serious practical 
embarrassment to Americans, than the abstract difference 
between the stability of a compound, and a single ratio; 
should Germany change her mind and remonetize, it needs 
not the help of the United States to do the same, because 
the act of the Latin Union was in effect provisional, the Union 
would follow suit, and silver bullion ascend to its former 
value without the aid of the United States. 

Should Germany fail while the United States proceeded to 
remonetize conjointly with the Latin Union, the United States 
might place themselves in this predicament. Suppose the 
commerce of the Latin Union and the United States and 
other nations having bi-metallic money on the one hand, and 
the remainder of the commercial world having gold only, 
should approximate a condition that would take the whole or 
a large part of their gold away from the former; the United 
States, above all other nations, might be subjected to very seri- 
ous embarrassment. The United States is a debtor nation, 
and will for a long time continue so. England is our largest 
creditor, and we can not, if we are required to remit a metallic 
balance to her, send our silver to Paris and pay her in bills 
on Paris, nor can we remit silver to her in payment. We 
have committed two great financial mistakes already men- 
tioned; the last we could certainly have avoided, and the 
not avoiding it has run us sadly in debt. Let us not take 
the risk of committing a third mistake. We ought never to 
think of remonetizing silver, until England at least, if not 
indeed the whole commercial world, is ready to do it. It 
will not help us in the slightest degree towards resumption, 
and the cost of metal will be the same whether in conjunc- 
tion with the Latin Union and Germany, or the Latin Union 
only, we remonetize silver; or, on the other hand, refuse to 
do it. If we remonetize we shall raise silver bullion against 
ourselves ; if we do not, gold will cost no more. 

Our plain simple duty is, to enter upon no untried path; 
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to fund our legal tenders; to require all the banks to pre- 
pare for redemption in gold; to foster and help the National 
banks and not to oppress and drive them to wind up, by 
onerous and unjust taxation; to convert the present system 
of National banks into one single bank for the purposes of 
circulation, by allowing or rather requiring them to consoli- 
date their banking reserve, placing it in the hands of the 
General Government in a Bureau of Redemption in New 
York City; requiring sub-treasuries in all cities to exchange 
gold for notes, remitting the notes they receive for redemp- 
tion at the Bureau; and allowing the consolidated reserve to 
count as so much collateral in place of a like amount of 
United States debt. The General Government could thus, 
without any trouble on the part of the banks, convert, with 
their consent, a sufficient amount of the bank collaterals in 
the shape of bonds, gradually into gold, place it to the credit 
of each bank in the consolidated reserve, and put all their 
notes in a condition of convertibility, without any trouble 
on their part. 

Gold will come to us fast enough, when a sufficient amount 
of Government paper is funded. Meantime, France needs 
no aid of us. Her monetary condition is sound, her internal 
exchanges are never blocked by excessive and misdirected 
labor, paid for by an artificial and excessive circulation. Ger- 
many is in a bad plight, but it is her own fault; and because 
she has depressed the silver bullion market, that is not a 
sound reason why the United States should step in and run 
the risk of seriously embarrassing themselves by raising the 
market price. A steady movement forward towards metallic 
convertibility into gold, is our policy. The Mercantile Theory 
of intrinsic value in coin, while it has led to a misunder- 
standing of the true function ofa banking reserve, has had 
a conservative effect elsewhere: it has retired vast sums 
from active circulation, ready nevertheless to be used when 
needed : the possession of money is evidence of thrift in indi- 
viduals, and if in them, then in nations, because it is the 
most natural form in which thrift can be demonstrated. 
The United States are now practicing the highest degree of 
economy, for after all their interest is paid abroad, they have 
of late, shown a balance paid to them in gold. The error of 
the Mercantile Theory, as it was called, was not therefore in 
asserting that a gold balance is desirable, but in not taking 
notice, that although such a balance shows economy and 
thrift, and is therefore desirable in itself, there is a natural 
limitation to it, otherwise there could be no commerce, the 
end being thus sacrificed to the means. There will be no 
scarcity of gold when the silver leaves, so that gold can 
take its place. Germany can rid herself of her embarrass- 
ment in the way of silver if she chooses. Why should the 
United States, and above all France, step in to aid her? 
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Surely by remonetizing silver the United States would help 
Germany out of a bad predicament, subject themselves to 
inconvenience, without any possible advantage, and run 
unnecessary risks. 


PUBLIC DEBTS INJURE ALL PRODUCTIVE 
INTERESTS. 
BY GEO. M. WESTON. 


A city journal ( Zhe Public, March 22, 1877) says, “lending 
money to railroads at seven, eight, or ten per cent. interest, 
is very like lending on the bills and Jost obits of a reckless 
spendthrift ;” that investors, who have “been getting 
gambler’s interest,” and who have “exacted rates which 
very few roads could possibly earn,” must expect “gambler’s 
losses ;” and that if they hold railroad bonds which “bear 
impossible rates of interest,” they must “look to the property 
for security, or consent to a compromise.” And upon the 
whole, Zhe Public believes, that while ‘‘some roads have been 
ruined by fraudulent or wasteful management, a very much 
larger number have been ruined because it proved to be 
impossible to pay the stipulated interest.” 

Productive business, and the development of real estate, by 
the erection of houses, stores, and mills, are carried on in 
this country, as in all new countries, largely upon borrowed 
capital. They are in the same category, in that respect, as 
the railroads, and like them, have been compelled to promise 
“impossible rates of interest.” The causes for this are doubtless 
many, but a leading one is the enormous extent to which the 
loan market has been crowded by bonds representing public 
credit in various forms. Not only is the nation a large bor- 
rower, but nearly all the States, counties, cities, and towns, 
are also borrowers. In the resulting competition for money, 
lenders have almost fixed their own rates, and it is not won- 
derful that they have been tempted to fix rates which are 
proving to be “ impossible.” The creation and perpetuation of 
public debts find their most steady and powerful support in 
that class of men. That portion of the press of this country, 
which represents that class, is a unit in condemning the reduc- 
tion, not very great, which has been made in the National 
debt, and in insisting that the reduction shall go no farther. 
Those engaged in productive interests, and real estate enter- 
prises, are not so observant of the effect upon them of pub- 
lic policies, and have less leisure to combine an effective 
resistance to policies which are unfriendly and unjust to 
them. 

In some aspects, it is true that high rates of interest, and 
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large returns upon all forms of invested capital, are for the 
‘general advantage; but this is only in the same aspects, in 
which it is true, that high wages for labor are for the general 
advantage. The higher the income of wealth the more rap- 
idly will it accumulate, and the greater will be the induce- 
ment to save it, instead of expending it in personal and tem- 
porary gratification. And the higher wages are the more is 
industry encouraged, and the greater will be the surplus not 
needed for the support of laborers, and which may thus 
become new capital. If the economic condition of the world 
could be re-constructed upon principles of supposed benevo- 
lence, it is not easy to see what limits would be put upon 
the gains of either capital or labor. But in fact, whatever 
we may wish, we must take the world as we find it, and 
neither wages nor the income of capital can be pushed 
beyond a certain point without paralyzing productive interests. 
And when that happens, wages and the income of capital 
must fall again to the level at which production can be 
resumed. What that level is varies in different times and 
countries, and is never stationary anywhere. It is a mysteri- 
ous but certain condition of human affairs, to be ever on the 
ebb or flow. But the true level at any given time and in 
any given country will soon be found, if the laws which 
govern markets are not disturbed by extraneous interference. 
Interest upon money loaned, left to itself, would have a cer- 
tain relation to the income of capital in other forms, and the 
demand for loans, left to itself, would bear a certain relation 
to the activity of production, and to the improvement and 
development of fixed property. But when governments 
become borrowers, it is by political necessities, or supposed 
political necessities, that the demand for money, and the 
interest paid for money, are controlled. During the late civil 
war, the United States borrowed paper dollars, and paid 
annually for the use of one hundred such dollars six gold 
dollars then worth in the market fifteen paper dollars. Those 
who could lend at such rates to the Government were very 
little likely to lend at moderate rates to anybody else. And 
even when governments do not pay such excessive rates, 
they make a new and unnatural demand for money, and 
thereby place private borrowers at a disadvantage. 

Lenders of money, foreign and domestic, profit by our 
National debt in all ways. Their direct income from it is 
more than princely. Few princes, in either ancient or modern 
times, have enjoyed revenues so vast. But their indirect 
advantages from it are also great. To whatever extent our 
government, or any government, will safely hold their money 
and pay liberally for its use, the less remains for individual 
borrowers, and the keener the competition of such borrowers 
to obtain it. 

All the productive and property interests of this country 
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are languishing under this unnatural state of things. Agri- 
cultural lands are the safest of all forms of property, but 
loans upon them for their development are only possible 
upon impossible terms. The railroads, as stated by The 
Public, have been eaten out by usury, and their further con- 
struction, needful as it is in this wide and growing country, 
is substantially arrested. Those who erect houses, or stores, 
borrowing two-thirds, or even only one-half of the needed 
capital, get no income, as the rents will only pay taxes and 
interest on the mortgage, and not always that. 

The interest-bearing debt of the United States is 1700 mil- 
lion dollars. The payment of one-half would reduce the 
annual interest more than two-thirds. The annual interest is 
now upwards of ninety millions. A debt of 850 millions could 
be carried at the rate of three and one-half per cent. interest, 
such is the demand for that species of security, provided the 
amount on the market is kept small. By such a reduction of 
the principal of the debt, and the consequent reduction of the 
rate of interest on what was left unpaid, the production 
and property of the country would save sixty millions in 
annual taxes, and in addition, a sum possibly greater by 
a diminution of the charges for borrowed capital. Property 
and productive interests, as compared with money, may not 
be entitled to special favors, but they are at any rate entitled 
to justice and fair play. They should not be discriminated 
against by public policies. If the Government should convert 
its treasury, replenished for that purpose by taxation, into an 
institution to make loans to farmers, builders, and railroads, 
at rates fixed benevolently low, private capitalists would have 
a good right to complain of it. Wherein is the right less 
good of enterprise and production to complain, if the Govern- 
ment becomes the great borrower in the market, not tempo- 
rarily and during the stress of overpowering necessity, but 
permanently, and as a systematic policy ? 

The interest on public debts is the measure of the income 
of the holders of them, but it is by no means the measure of 
the burden which they impose upon taxpayers. The expense 
of collecting taxes is considerable under the best manage- 
ment, and the actual management is sometimes the worst 
possible. 

A National debt has been describec as a device which 
enables the rich to buy the right to levy taxes on the poor. 
That is a roughly correct description of one aspect of it, as 
National taxes are generally levied more upon consumption 
and labor than upon property, but it is by no means an 
adequate account of the effects of public debts. By increas- 
ing the rates of interest, they enable one class of rich men to 
prey upon another class of rich men. They enable those who 
have money to lend, to appropriate what ought to be the 
gains of the capital of others, and would be so but for an 
unnatural disturbance of the loan market. 
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The savings banks of the State of Connecticut are reported 
to have voted, at a convention held within a few weeks, to 
make loans hereafter at six per cent. interest. It is not stated 
how much higher rates they have been receiving heretofore. 
Their managers are not to be censured for receiving whatever 
rates were current in the market. But manifestly, it could 
only have been some violent and abnormal cause, which, in 
one of the oldest and richest States in the Union, could have 
carried the rates above six per cent., upon such securities as 
would be accepted by those banks which are reputed, and 
no doubt justly, to be safely and carefully managed. 

This cause is the enormous expansion of public debts, in 
every conceivable form, within recent years. The evil has 
reached such a height that the reform of it is a necessity. 
Productive interests, railroads, agriculture, and real estate 
development of every kind, find the burden no longer sup- 
portable. The evil, in all its various shapes, must be steadily 
reduced and, as soon as may be, finally got rid of altogether. 
The sinking fund of the National debt must be watchfully 
guarded. Old municipal debts must be paid off, and the con- 
traction of new ones placed under really efficient restraints. 
On the last point, the law of Massachusetts, passed two years 
ago, is an example to be followed and improved upon. 


eee 


OF THE DISCOUNT DEPOSIT. 


BY CHARLES H. CARROLL. 


Once in my life, and only once, have I known a bank 
officer who seemed to me to comprehend thoroughly the 
nature of his business in discounting an evidence of debt 
out of itself into a “deposit.” That officer was the late J. 
Amory Davis, President of the Suffolk Bank of Boston, who 
told me that in his opinion, the business of banking would 
be more profitable to its proprietors in the long run, as well 
as more useful to the public, if that principle were abandoned 
entirely. Mr. Davis was a good thinker, careful and sound 
in his conclusions, and a perfectly conscientious man. I was 
glad to find that his ample experience and practical knowl- 
edge of banking led to the same conviction on this point 
which I had entertained many years before I had the pleas- 
ure of his acquaintance. 

The subject is brought to my mind at this time by an argu- 
ment of George S. Coe, Esq., President of the American 
Exchange National Bank of New York, on bank taxation, 
which I find reported in the March issue of this Magazine, 
and in the newspapers. In a newspaper he is represented as 
saying to the Committee of Ways and Means of Congress : 

62 
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“Now, as to dividends, the banks in the city of New York, 
one-half of them, have not for the last two years earned their 
dividends, and for the last year not one-third of them. * * 
I say that our institutions did not earn the dividends 
which they have declared, but they paid them out of their 
reserves because they could not help responding to the agonies 
of the stockholders, and the necessities of the case.” 

There is nothing surprising in this statement. The gist of 
the trouble lies in the supposititious “ dollar” created by dis- 
counting, which, being nothing in itself, has no equivalent ; 
nevertheless it demands the payment of money, or an equiv- 
alent, and, although the bank throws upon its customers the 
obligation to meet this demand, the demand “returns to 
plague the inventor” of the fictitious dollar, under the 
adverse course of exchange which that dollar itself creates. 

A promise is a debt, it is nothing else; and the attempt to 
make debt serve the purpose of money, always has been and 
always will be a failure. Money and debt are as opposite in 
nature as fire and water; money extinguishes debt as water 
extinguishes fire. Debt in the money channel is a violator 
of natural law; an intruder that can remain there only so 
long as money can be kept out by the interference of legis- 
lation. The buying of goods is one thing, the paying for 
them another. Credit may be a good medium of exchange, 
but never can be the object of exchange. The seller is not 
paid for his goods in a note or a check; the exchange is not 
completed until his capital is restored to him in money or its 
equivalent as value for value. Hence the debts of the com- 
munity, so far as they are contracted in price without value ; 
that is, in price formed by credit in excess of the natural 
money value, below which prices cannot permanently fall, 
must be kept in existence by continued renewal, and by main- 
taining in full activity of circulation, the volume of currency 
in which they were contracted, or prices will fall, debts must 
be discharged in bankruptcy, and banking comes to grief like 
other credit business. A sluggish circulation, such as we have 
had for some years past, is equivalent for the time to a con- 
traction of the currency, since if the currency cannot be used 
it cannot maintain prices. 

These fundamental principles of finance and political econ- 
omy are ignored in the fictitious bank deposit, the deposit 
created by discounting ; and this is the cause of the trouble 
with the banks which Mr. Coe portrays so eloquently. Taxes 
have very little to do with the matter, and their removal 
would have no appreciable effect, I think, in removing the 
difficulty. This so-called “deposit” involves the entire prin- 
ciple of the currency system of Europe and America. It was 
invented by the Bank of England, in 1694, or rather by the 
Scotchman, William Patterson, who invented that bank; and 
two other Scotchmen, John Law, the projector of the Missis- 
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sippi scheme, and Adam Smith, have been chiefly instrumen- 
tal in corrupting political economy with the fallacy that this 
“ deposit,” with nothing to it or behind it, is an economy of 
the precious metals. It amounts precisely to this and nothing 
more, that two men exchange promises, one being a banker, 
promising to pay on demand, which promises are to be off-set 
in the end by a re-exchange of one against the other; mean- 
while, the banker’s promise is to be called “money,” and 
regarded as equal in value to gold. Mr. Coe, I am glad to 
see, discovers the fallacy of this pretence of money in the 
deposit, but he does not propose to reform it; and he is one 
of a thousand of his craft in admitting, that in manipulating 
the deposit, he is not borrowing and lending money. 

Here is Adam Smith’s statement of the matter.* “A paper 
money, consisting in bank notes issued by people of undoubted 
credit, payable on demand, without any condition, and, in 
fact, always readily paid as soon as presented, is, in every 
respect equal in value to gold and silver money, since gold 
and silver money can at any time be had for it.” That is to 
say, a banker does the same thing in effect for commerce and 
the general welfare, by writing a promise for a given amount 
of gold, which he does not possess, as the miner who pro- 
duces capital by raising the same amount of gold by hard 
labor from the bowels of the earth. I think no greater folly 
than this ever claimed the sanction of science in any depart- 
ment of human inquiry; but it is the principle of banking 
in which Mr. Coe is engaged, and the essence of our cur- 
rency system. It is a quicksand which the banks make for 
their own and all other business to stand upon. 

As to the difference, so often alleged, between the bank 
note and bank deposit, there is none whatever in principle or 
effect ; one is as much currency as the other. Originally, the 
Bank of England issued notes for all her discounts and 
demand liabilities. Suppose you have $1,000 at your credit 
inscribed in a bank ledger, and you make and pay away a 
check for $100, you have $900 of bank credit left. Or sup- 
pose you have the same amount inscribed ‘in ten separate 
notes, and pay away a note for $100, you have $900 of bank 
credit left as before. In the one case you make your own 
checks at your convenience; in the other, the bank makes, 
in effect, and hands you ten checks upon itself, which you 
dispose of at your convenience. The currency is the fund in 
bank, whatever that may be or pretend to be; it is not 
merely the instrument—check or note—which serves to circu- 
late that fund ; and the whole fund is money or fiction, as 
money is present in or absent from it. Were the currency 
exclusively metallic, it would be largely distributed through 
banks by the same instruments. The balance at the debit of 
every trader’s cash account is his currency, and the chief item 


* Wealth of Nations, book 2, chapter 2, of Money. 
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of that balance is usually his bank deposit, subject to check 
at sight; not the deposit loaned on time or in a savings bank, 
which, being removed from his cash account, is loaned, and 
is not currency. 

If this common-sense statement needs the sanction of 
authority to satisfy the reader, let him refer to Henry Thorn- 
ton’s Juguiry into the Nature and Effects of the Paper Credit of 
Great Britain, page eighty-seven, where he will find a foot- 
note as follows: “It is in substance the same thing whether 
a person deposits £ 100 in money with the bank, taking no 
note, but obtaining a right to draw a draft on a banking 
account which is opened in his name, or whether he deposits 
the same ¥£ 100 and receives for it a bank note. The posses- 
sion of the right to draw obtained in the one case, is exactly 
equivalent to the possession of the note obtained in the other. 
The notes, it is true, are commonly issued not in considera- 
tion of money received, but of bills discounted; but the 
deposits, it may be observed, are generally formed by the 
means of bills discounted.” 

And in Lawson’s Wfistory of Banking, page 156, we find 
the following statement of the same thing: “A note holder 
does not in fact differ from a person to whom a balance is 
due, both are creditors of the bank ; the one holding a note, 
which is the evidence of the debt due to him ; and the other 
having the evidence of the entry in his pass book, or in 
the ledger of the bank.” Authorities are abundant on this 
point. Joseph Hume completely defeated Lord Overstone, 
then Samuel Jones Loyd, in an argument upon it before a 
committee of the British House of Commons, as I read the 
case in Overstone’s TJyacts. 

Mr. Coe explains the principle thus: “One hundred bales 
of cotton are sent from New Orleans to New York, shipped 
inland. This cotton is not money. There is not a dollar of 
actual money connected with it. It has a value equivalent to 
so much money. The party in New Orleans who ships it 
chooses to send it to Cincinnati, and draws a draft against 
it, upon that place, and deposits that draft in bank in New 
Orleans. That becomes a deposit. Is it money? Is it not 
cotton and nothing else?” To this I reply, it is no more 
cotton than it is money ; it is neither one nor the other ; nor 
is it legitimate credit, for legitimate credit borrows capital, 
and there is no capital borrowed or loaned in this transaction 
as recited by Mr. Coe. The bank borrows no cotton and lends 
no money. The cotton shipper lends no cotton and borrows 
no money. The two parties merely exchange obligations; the 
bank promises to pay the cotton shipper money in New 
Orleans which it does not possess, for if it does, the deposit 
is money borrowed by the cotton shipper, and the credit is 
legitimate in true and unexceptionable banking, which is not 
the case in question. On the other hand, the cotton shipper 
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promises to pay to the order of the New Orleans bank, money 
in Cincinnati which he does not possess or own there. By 
taking his draft the bank does not come into possession of 
the cotton or its ownership; it has nothing to do with the 
cotton, which goes on its way according to Mr. Coe’s explica- 
tion. What then does the bank possess? Simply the cotton 
dealer’s obligation to put money to its credit, or meet the 
draft in Cincinnati. The cotton may be destroyed upon the 
road ; whether it is or not, the drawer may sell property 
inherited from his grandfather, to meet the draft in Cincin- 
nati. His obligation is of the nature of a mortgage upon his 
whole estate, which he may release by the sale of any other 
property, as well as of the cotton in Cincinnati; or he may 
be an utter bankrupt, in which event he may have appropri- 
ated the proceeds of the cotton in anticipation of the appear- 
ance of his draft in Cincinnati; or the acceptor may be good 
for nothing. What I wish to show is that the bank has no 
lien upon or security in the cotton, and the deposit is merely 
an organization of debt into currency through false banking. 

Mr. Coe proceeds: “The owner in Cincinnati moves it 
(the cotton) to Pittsburgh, and he puts the draft which he 
draws upon that place against it, into a bank in Cincinnati, 
and there also it is a deposit. The owner in Pittsburgh again 
moves it to New York, and there again a draft is drawn and 
is deposited in bank. That is the third time that the value 
of that one hundred bales of cotton becomes the subject of a 
deposit, and yet not a single dollar of money is deposited. 
Now what is that?” I answer: Fiction, counterfeit money, 
that ought to be suppressed by taxation, or in any way the 
Government may adopt to get rid of it, for the benefit of 
banking and all other business. 

Why don’t Mr. Coe say the deposit in Cincinnati is cotton, 
and again cotton in Pittsburgh, if, as he says, it was cotton in 
New Orleans? I believe Mr. Coe to be one of the most 
intelligent bankers in the United States. I think he does not 
care to risk his reputation for intelligence and common-sense 
on the assertion that this sort of banking, which he believes 
to be legitimate and entitled to relief from taxation, multi- 
plies too hundred bales of cotton into 300 bales by three 
successive deposits. Anybody would see the fallacy of such a 
statement. But the dollar is such a pure abstraction, as the 
medium of exchange, which, as such, can be made as perfect 
by the authority or permission of Government in a leather 
button, or in an item of bank debt, as in gold or silver, that 
almost any absurd statement as to a deposit of dollars, may 
have the sanction of the British school of Political Economy, 
and pass for good banking and good sense ; because the doc- 
trine of that school is commonly accepted that the medium 
of exchange is the only essential function of money. While 
that doctrine prevails, political economy, in my opinion, will 
not amount to a row of pins. 
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Money in trade is a commodity, a thing that is bought and 
sold ; out of trade it is simply wealth. It is the creature of 
commerce, not of Government. It existed before Government. 
When history began it was gold and silver bullion circulating 
by the common unit of weight, as Abraham weighed the 
shekels of silver to Ephron. [ts essential function in com- 
merce is that of capital as the common equivalent of value 
in exchange; and the prime element of an equivalent is 
always cost of production ; its other elements being supply 
and demand. Instead of being a mere medium of exchange, 
it is the most conspicuous object of exchange in. commerce, 
since, as the universal equivalent, it buys and pays for every 
thing offered for sale, and is wanted, always and everywhere, 
as no other commodity can be, the wide world over. An 
exchange is as complete on the receipt of money as of any 
other commodity. 

A dollar made without cost of production, may serve the 
purpose of a medium of exchange, like counterfeit money 
among people who choose to circulate it, but it pays for noth- 
ing ; it is a non-value, no capital, no equivalent, and, being used 
as money, it sinks the value of money in the rise of prices 
without compensation, and hence in loss of capital to the 
nation that makes and employs it; for infallibly so much 
gold or silver will be paid away for nothing in a false price 
for foreign goods. Whereas, a fall in the value of money by 
reason of the production of gold and silver, is exactly com- 
pensated by the increase of capital in money which will be 
exported and exchanged for commodities of higher value, 
like a surplus of wheat, or of any other commodity, as soon 
as the course of exchange indicates, as it will with scientific 
precision, that money is cheaper than the average of 
other commodities ; which is the same thing as saying, as 
soon as local prices are raised above the money level in other 
countries. No steam governor regulates the working of an 
engine with more accuracy than money, uncorrupted and 
unobstructed, regulates the movements of commerce. 

Now, Mr. Coe’s deposit is made of dollars that cost noth- 
ing—dollars that he says, very truly, are not money, and that 
I say are not cotton, for there is obviously not a particle 
more of money or of cotton in the country, or in the world, 
by reason of their creation, than if they had never existed ; 
but being interchangeable with money, or so far as they are 
exchangeable for money at a discount, they will, by the law 
of value, which is as constant and irrepealable as the law of 
gravitation, depreciate money, as I have just said, and compel 
the export of gold or silver in pure loss of capital to the 
nation. Of course I am treating of a principle in this matter, 
and assume, as the principle requires, that the deposit is 
an addition to the pre-existing currency. 

The interests of banking, as well as the public welfare, 
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require the suppression of every such “deposit,” and all such 
dollars, since they but obstruct the money channel and pre- 
vent the accession of capital in money that we should other- 
wise have by producing and exporting merchandise in exchange 
for it. According to ail authorities, as well as all common 
sense, the limit of industry and trade is determined by capi- 
tal. The only power or use of credit is to borrow capital ; 
when credit supplants capital it is an unmitigated evil. 

The loans of the commercial banks of this country, during 
specie payments, have never amounted to double their capi- 
tal, in the aggregate. The two greatest periods of expansion 
culminated in 1837 and 1857, and in both instances the 
expansion brought about a financial crisis and a general sus- 
pension of specie payments. According to the returns at 
Washington, the capital in 1837 was $ 290,772,091, and the 
loan $525,115,702 being about eighty per cent. more than the 
capital. In 1857 the capital was $ 370,834,686, and the loan 
$ 684,456,887, or about eighty-four per cent. more than the 
capital. The suspension of 1837 was succeeded by fitful and 
partial efforts to resume, and six years of extreme pertuba- 
tion and distress. A general resumption being accomplished 
in 1842, the loan stood at the beginning of 1843 only eleven 
per cent. in excess of the capital. The suspension of 1857 
was less disastrous because the California gold replenished the 
coffers of the banks, and they were enabled to resume in 
1858, with their loan forty-eight per cent. in excess of their 
capital. But it is safe to say that the bank loan has not 
exceeded the bank capital seventy per cent. on the average, 
from the adoption of the constitution in 1787, till the suspen- 
sion of specie payments in 1862. 

Now, there are trust companies in our large cities, lending 
twenty to twenty-five times their capital, and honest, well- 
conducted savings banks, with no stock-capital, lending fifteen 
to twenty millions of dollars each. How are such large loans 
maintained? Simply by non-interference with the currency ; 
in other words, by avoiding the fictitious deposit—the dis- 
counting of an evidence of debt out of itself—to cripple their 
loans. Every one knows that a large business with a small 
percentage of profit leads to accumulation more generally 
than a small business with a large percentage of profit. 
There is no limit to the loans that might be made by the 
commercial banks under a normal system, but in the vast 
amount of loanable capital in the country which they do not 
reach with the false deposit, and which they would reach 
without it, more especially with a currency of solid money, 
since that would be of itself capital added to the existing 
means of doing business. 

It was in view of such facts as these that I was long ago 
led to believe the business of banking would be more profi- 
table in the long run, to its proprietors, if they would aban- 
don altogether the deposit created by discounting ; and it 





968 THE BANKER’S MAGAZINE. (June, 


was in view of such facts that the experienced banker, Mr. 
Davis, to whom I have referred, came to the same conclusion. 
He had seen the reverse side of the picture which Mr. Coe 
now presents. 

Nearly all the borrowing and lending of capital in trade is 
done now by buying and selling goods on credit. It is a 
forced business, to make currency by making notes for dis- 
count, against the natural laws of trade, which, if left to 
themselves, would bring money into the country, and the 
buying and selling of goods would then be done with and 
for cash on delivery, which would save to the industrious 
classes the enormous cost of the currency in the credit prices 
charged for goods, and covered in the notes discounted. 
These prices must include not only the discount allowed the 
banks, but also the guarantee against bad debts; the discount 
ranging in ordinary times from seven to ten per cent. per 
annum, in different parts of the country, and the guarantee, 
according to some authorities, averaging four per cent. on 
each credit sale, to cover the cost of supporting bankrupts, 
including of course the smallest retail business. 

All this is abnormal and utterly wrong, but it is the inevi- 
table fruit of the false deposit. If this system were aban- 
doned, the banker would take his proper position as the 
middleman between the lender and borrower—between the 
capitalist and the man of enterprise, who would borrow cap- 
ital of the banker in money and pay the interest properly 
out of his profits, since he could get no greater price for 
goods than his neighbor trading on his own capital, who 
would have no interest to pay. General prices, therefore, 
would be unaffected by credit; we could produce cheaper 
than we do now, and cheaper than the people of Europe, 
who maintain the false money system, so that we should 
have the advantage of them in the world’s commerce. And 
our securities for banking, which are now so generally doubt- 
ful, and frequently bad, would then be reliable and good, 
almost without exception. 

The intelligent reader does not need to be told that “com- 
merce is simply the exchange of commodities.” Can he then 
fail to discover the impolicy of obstructing the money channel 
with paper promises, and blockading commerce against the 
admission of its most useful and desirable commodity, gold 
and silver bullion, to the amount of one thousand millions of 
dollars, approximately, which belongs as the common equiv- 
alent to our circulating capital, and the absence of which 
plunges nearly the whole traffic of the country into the 
vortex of debt and credit? We have only so much the less 
commerce as this $ 1,000,000,000 of capital would maintain. 

It follows, unquestionably, that our true policy is absolute 
non-interference with the value and circulation of money; in 
other words, true and free banking, and free trade in money 
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THE INFLUENCE OF IRREDEEMABLE PAPER 
MONEY ON INVESTMENTS IN SECURITIES 
PAYABLE IN SPECIE. 


BY DUDLEY P. BAILEY, JR. 


At first sight, it would appear that investments in securi- 
ties payable in specie are the most stable in value of any, 
and when measured by a real standard they are so. But 
when measured by the standard of an irredeemable and fluc- 
tuating currency, their very fixedness in real value occasions 
fluctuations in their currency price with every change in the 
fictitious standard in which they are quoted and ordinary 
commercial transactions carried on. Such securities have a 
tendency to advance or decline in sympathy with gold. If 
the paper currency is depreciating they become the most 
desirable of investments ; for, being estimated according to the 
standard in which they are payable, they tend to retain their 
specie value and to advance as quoted in currency, while 
securities payable in paper are sinking pari passu with it. 
When, on the other hand, the currency is appreciating, secur- 
ities payable in gold are less desirable as an investment than 
those payable in currency. The latter, if they continue stable 
as quoted in currency, partake of its appreciation and advance 
in gold value. The investor who holds them until, by the 
resumption of specie payments, they become _ gold-paying 
securities, gains the whole difference between paper and gold. 
Securities payable in gold, however, if their specie value 
remains uniform, suffer under the same circumstance a decline 
in currency value. The investor who holds them _ until 
resumption, has the same specie value, but less currency 
value, by the difference between paper and gold. Every 
approach towards specie payments tends to bring all securi- 
ties payable in currency nearer to the level of those payable 
in specie, the latter, meanwhile, like gold, losing their pre- 
mium. 

The operation of these principles, long disguised by a 
variety of causes, especially by the advance for many years 
in the gold prices of United States bonds, has, by the full 
re-establishment of our National credit within the last few 
years, become more clearly manifest. To this is principally 
due the heavy decline in the currency prices of United States 
gold bonds within the past year. The five per cent. funding 
bonds of 1881 touched their highest point—119—June 28, 
1875, when gold was at 117%, and again February 21, 1876, 
when gold was 114, giving 101.6 and 104.4 as the respective 
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gold prices of the bonds at these rates. The lowest quota- 
tion during the past three years was 109% March 1, 1877, 
when gold was down to 104%, giving a gold value of 104.5 
or almost exactly the same as on February 21, 1876. The 
lowest price on record was 106% in November, 1873, when 
gold fell to 106%, and when the bonds were worth about 
par in coin. The Pacific Railroad six per cents. payable in 
currency, fluctuate on different principles. They were, early 
in May, salable at 124% to 125, against 128 February 23, 
1876, the highest price on record, and 120%, December 4, 1876, 
the lowest price for two years. On the 1st of March, 1877, 
when the fives of 1881 fell to 109%, the currency sixes closed 
12238. Their currency value is not determined by the state 
of the gold market, and is therefore, under existing condi- 
tions, more uniform than that of gold bonds. The currency 
quotations of United States and other gold bonds are, indeed, 
affected by a multitude of causes, general and special, besides 
the value of currency as expressed in gold, but this will 
remain one of the leading causes so long as commercial tran- 
sactions in this country are left at the mercy of irredeemable 
paper money. 

These considerations deserve careful attention, not only 
from individual investors, but more especially from trustees, 
financial institutions, and others having obligations payable 
in currency which they must meet from the proceeds of their 
investments. It is the currency value of their securities which 
they need principally to consider, and any security which 
will not maintain its currency value is likely to prove to 
that extent a source of loss. It will not save them from loss 
or embarrassment that the gold value of these securities is 
sustained. They have promised to pay so many dollars in 
currency, and if this becomes more valuable, they cannot for 
that reason discharge their obligations with less of it. Sup- 
pose a savings bank to have purchased $1,000,000 five per 
cents. of 1881 at 119, the price of February 21, 1876, and to 
keep them until the resumption of specie payments, their gold 
value remaining uniform at 104%, and we shall have the fol- 
lowing result : 


$1, 000, ooo bonds of 1881 at $119 © cost $1,190,000 currency. 
‘¢ worth on specie basis at 104% 1,045,000 


Shrinkage $ 145,000 = 
Interest on $1,000,000 5 per cent. bonds 2 years 10 
months to January 1, 1879 141,667 gold. 
Equivalent in currency if gold premium averages 8 per 
153,000 currency. 
The shrinkage absorbs nearly the whole interest received. 
In other words, owing to the mischievous influence of an 
irredeemable and fluctuating currency, the bank would have 
been nearly as well off to have left this sum of money lying 
idle in its vaults, and an investment which with a stable cur- 
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rency would have been among the soundest that a bank 
could make, turns out to be scarcely better than no invest- 
ment at all. This is an extreme case, but like results, only 
less in degree, would follow in any case where bonds are 
purchased at a currency value, above what they will have on 
a return to the specie basis. If the bonds had been pur- 
chased at 109% the lowest price during the last three years, 
the loss would be smaller, but would, under the same con- 
ditions, amount to 45@ per cent. on the par value, or nearly 
one year’s interest. An investment in the new 4% per cent. 
bonds would produce similar results. The investor who should 
purchase at the price of March 1, 1877—10534—the lowest price 
yet touched, equivalent to 100.96 gold, at the premium of the 
day, would, on resumption, if their goid value remains uni- 
form, find the currency value of his investment shrunk to 
about 1o1, and that his loss amounted to about 43@ per cent. 
or the interest on his investment for nearly one year. The 
net interest from March 1, 1877, to January 1, 1879, after 
making good the currency value of the principal, the point to 
be considered by financial institutions, would be only about 
2 instead of 4% per cent. If the bonds were purchased at 
the highest price yet touched—111!4--the depreciation would 
be still greater. To a person investing his own money this 
would not be a matter of so much consequence. If he con- 
siders himself investing so much gold in United States bonds, 
he will, under the conditions supposed, find that his invest- 
ment, after resumption, represents as much gold as before. 
He will not have suffered an absolute loss. He will only 
have relinquished a possible gain. This does not, however, 
apply to those who are investing the money of others, which 
they are answerable for in currency, whether more or less 
valuable. In either case, we need be at no loss to account 
for the check which the funding operations have received 
since the gold premium has begun again to advance. This 
carries up the currency prices of the bonds and makes them 
a less desirable investment. 

The state of the currency has thus a tendency to discour- 
age investments in United States bonds. Financial institu- 
tions, which have in the past few years been using funds pay- 
able in currency to purchase United States gold bonds, can be 
saved from serious loss only by an advance in the gold price 
of United States bonds corresponding to the appreciation in 
the value of the currency. Such an advance may occur, but 
the experience of the past two years does not justify such an 
expectation, and in view of the prospective revival of busi- 
ness and the consequent advance likely to occur in the rates 
of interest, a change of an opposite kind would seem quite 
as probable. 

It certainly does not follow from these considerations that 
the currency should not be allowed to appreciate, but should 
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be kept irredeemable. This would insure the periodical 
recurrence of the mischiefs just described. On the contrary, a 
definite period should be put to these mischiefs by the resump- 
tion of specie payments. The re-establishment of the cur- 
rency upon a specie basis, is a condition precedent to the 
highest success of the funding operations, and should, there- 
fore, first claim attention. The Government owes it to itself 
to place the currency upon a foundation that will favor 
investments in United States bonds instead of discouraging 
them. Halting and timid measures in regard to the currency 
should give place to a bold, well-defined and decisive policy 
which will dispel doubt and assure the public what to depend 
upon. Accordingly the welcome announcement that the Sec- 
retary of the Treasury proposes to sell bonds for gold to be 
used for resumption purposes, will be hailed with profound 
gratification by all who desire a return to a sound currency. 
It is a cheering sign that, after drifting aimlessly so many 
years the ship of state is at length headed in the right direc- 
tion. 


RIGHTS OF HOLDER OF CHECK ON BANK. 


SUPREME COURT OF THE UNITED STATES. 


OcTOBER TERM, 1876. 
The First National Bank of Washington, Plaintiff in Error, vs. Whitman. 


No action against a bank can be maintained by the payee of a check until it has 
been accepted, there being no privity of contract between the payee and the bank. 

So held where the action was brought by the true owner of a check drawn by the 
Treasurer of the United States upon a depositary bank, which had been paid upon 
an unauthorized indorsement. 

The fact that there had been a settlement of accounts and the check allowed, on 
the supposition that it had been properly paid, does not alter this rule. 

Payment of a check upon an unauthorized indorsement does not operate so as to 
justify an action by the real owner to recover its amount, as upon an accepted check. 


In Error to the Supreme Court of the District of Columbia. 


Mr. Justice Hunt delivered the opinion of the Court. 

This action is brought against the First National Bank of Washington to 
recover the amount of a draft drawn upon it by Mr. Spinner, Treasurer of the 
United States, for $3,414, dated March 9, 1867. The draft is in this form, 
viz. : 

‘** Draft No. 9,243 on war warrant No. 915. 
“$3 3.414. TREASURY OF THE UNITED STATES, 
‘“WASHINGTON, March 9, 1867. 


‘*Pay to the order of Mrs. E. S. Kimbro, three thousand three hundred and 
fourteen dollars. No. 9,243. Registered March 9, 1867. 
«Issued on requisition No. ——. $ 3,414. 
*©S. B. CoLsy, Register of Treasu 
‘“*F, E. SPINNER, Z7veasurer of the United States. 
**To the First National Bank of Washington, a 


It was indorsed in the name of Mrs. Kimbro without cathe and the 
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amount of it was paid by the bank to an unauthorized holder. It appears from 
the testimony of Mr. Tayler, First Comptroller of the Treasury, that the funds 
of the Government deposited by the Treasurer in a National Bank, are treated 
by the Government, for the purpose of keeping accounts, as in the Treasurer’s 
own charge and custody; that they are charged to him, and the payments made 
are credited to him, and that he is chargeable precisely as if the funds had 
been in his own office, and that he had power to make the draft in question. 

We may, therefore, simplify the case by eliminating from its consideration all 
reference to the United States, and consider the transaction as between Mr. 
Spinner, as an individual, and the bank, as his depositary, and Mrs, Kimbro, 
as the payee of his check. 

The question is this: Can the payee of a check, whose indorsement has been 
forged or made without authority, and when payment has been made by the 
bank on which it was drawn, upon such unauthorized indorsement, maintain a 
suit against the bank to recover the amount of the check? We think it is clear, 
both upon principle and authority, that the payee of a check unaccepted cannot 
maintain an action upon it against the bank on which it is drawn. The careful 
and well-reasoned opinion of Mr. Justice Davis in delivering the judgment of 
this court in Zhe Bank of the Republic vs. Millard, 10 Wall., 152, leaves little 
to add upon this subject by way of illustration or authority. In that case a 
paymaster of the army made his check on the Bank of the Republic to the 
order of Captain Millard, for $859, due to him for arrears of pay as an officer 
of the army. The bank paid the amount of the check upon a forged indorse- 
ment of Millard’s name. Recovering the check and exposing the forgery, Mil- 
lard demanded payment to himself, and upon refusal brought his action against 
the bank. This court held that the action could not be maintained, upon the 
principle that there was no privity between the bank and Millard. The bank’s 
contract was with the paymaster only, and to him only was its duty. It 
received no money from Millard. It never promised Millard to pay him any 
money. It had no money belonging to him. It received money from the pay- 
master upon an agreement that it would return it to him when called for by 
him in person, or that it would pay it upon his checks. But it made no such 
agreement, or any agreement, with Millard. For a failure of duty in this respect 
it was responsible to the paymaster, with whom it made the contract, and to 
no one else. If the check was not paid the arrears of pay to Millard were not 
paid, and his claim upon the Government or the paymaster was not impaired by 
the giving of the check, which being presented in due time was not paid. He 
was still entitled to demand his arrears. 

The case of Millard is a perfect and complete authority upon the question 
stated. See, also, Avtuer vs. Bank, 46 N. Y., 82. 

Nor is this principle confined to checks or bills. Thus, in Ashley vs. Dixon, 
48 N. Y., 430, it was held that if A be under contract to sell property to B, 
and C persuade A to sell the property to him, no action lies by B against C. 
There is no privity of contract between C and B, but the remedy of the latter 
is against A only. 

It is not to be doubted however, that it is within the power of the bank to 
render itself liable to the holder and payee of the check. This it may do by a 
formal acceptance written upon the check, in which case it stands to the holder 
in the position of a drawer and acceptor of a bill of exchange. Merchants’ Bank 
vs. Staie Bank, 10 Wall., 604; Espy vs. Bank Cincinnati, 18 id, 604. 

It may accomplish the same result by writing upon it the word ‘‘good,” or 
any similar words which indicate a statement by it that the drawer has funds 
in a bank applicable to the payment of the check, and that it will so apply 
them. Cook vs. State Bank of Boston, 52 N. Y., 96. And such certificate, 
it is said, discharges the drawer. As to him, it amounts to a payment. Bank 
vs, Leach, 52 N. Y., 350; Meads vs. Merchants’ Bank, 25 id, 143; 9 Metc. 311 ; 
2 Duer, 121. Whether this certificate be obtained by the drawer before the 
check is delivered, and is thus made an inducement to the payee to receive the 
same, or whether it is made upon the application of the payee for his security 
is of no importance. It is’a contract recognized by the law, valid in its char- 
acter, which essentially changes the position of the parties. The privity of 





974 THE BANKER’S MAGAZINE. [June, 


contract with the drawee which before pertained to the drawer alone is now 
imparted to the payee, and the duty which before existed only to the drawer 
now exists to the payee. 

It is said that this fact of a contract between the payee and drawee exists 
in the present case. The testimony of Mr. Arnold is referred to, to the effect 
that in April, 1867 the bank made its weekly statement to Mr. Spinner, of 
deposits received and payments made, returning the draft of Mrs. Kimbro as 
paid on the 22d of that month, and that in the statement the amount of the 
draft was entered to the credit of the bank. 

There is no suggestion in the evidence that either the bank or Mr. Spinner 
knew that the indorsement of the payee was unauthorized. The bank we 
assume, would not knowingly subject itself to the dangers and liabilities result- 
ing from making payment to one not authorized to receive it. We assume 
also, as we are bound in justice to it to do, that it would not ask Mr. Spin- 
ner to give credit for a payment that it knew to have been illegally made, 
and that it would not attempt to deceive him into the belief that a pretended 
indorsement was a real one. It comes to this, then, that upon a settlement 
of accounts between them, a credit was by mistake allowed to the bank to 
which it was not entitled. The law is that neither party is to be benefitted 
or to be injured by the mistake. The bank must refund the amount by hand- 
ing over the sum or by crediting the same to Mr. Spinner in his next account. 
Mistakes in bank accounts are not uncommon They occur both by unauthor- 
ized or pretended payments, as well as by the omission to give credit for 
sums deposited. When discovered the mistake must be rectified, and an ordin- 
ary writing up of a bank-book with a return of vouchers or a statement of 
accounts precludes no one from ascertaining the truth and claiming its benefit. 
Story’s Eq. Pl., §§ 799, 800, 801; Story’s Eq. Jur., §§ 523, 527; Buchlin vs. 
Chaplin, 1 Lams., 443; Bruen vs. Hone, 2 Barb., 586; Bullock vs. Boyd, 2 
Edw., 293. We cannot perceive that such a mistaken recognition of the 
validity of the payment of this check can create an additional or different 
contract between the bank and the owner of the draft. 

It is further contended that such an acceptance of the check as creates a 
privity between the payee and the bank is established by the payment of the 
amount of this check in the manner described. This argument is based upon 
the erroneons assumption that the bank has paid this check. If this were true 
it would have discharged all of its duty, and there would be an end of the 
claim against it. The bank supposed that it paid the check, but this was an 
error. The money it paid was upon a pretended and not a real indorsement 
of the name of the payee. The real indorsement of the payee was as necessary 
to a valid payment as the real signature of the drawee, and in law the check 
remains unpaid. Its pretended payment did not diminish the funds of the 
drawer in the bank, or put money in the pocket of the person entitled to the 
payment. The state of the account was the same after the pretended pay- 
ment as it was before. 

We cannot recognize the argument that a payment of the amount of a check 
or sight draft under such circumstances amounts to an acceptance, creating a 
privity of contract with the real owner. It is difficult to construe a payment 
as an acceptance under any circumstances. The two things are essentially 
different. One is a promise to perform an act, the other an actual perfor- 
mance. A banker or individual may be ready to make actual payment of a 
check or draft when presented, while unwilling to make a promise to pay at 
a future time. Many on the other hand, are more ready to promise to pay 
than to meet the promise when required. The difference between the tran- 
sactions is essential and inherent. 

Without discussing the other questions argued we are of the opinion, for 
the reasons given, that the plaintiff below was not entitled to recover. The 
judgment is reversed, and the case is remanded for a new trial, or for such 
further proceedings as the parties may be advised to take. 
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POWER OF STATE TO REQUIRE A NATIONAL BANK 
CASHIER TO MAKE LIST OF SHAREHOLDERS. 


SUPREME COURT OF THE UNITED STATES, 
OcToBER TERM, 1876. 


Silas M. Waite, Plaintiff in Error, vs. George S. Dowley, Treasurer of the 
Town of Brattleboro. 


In Error to the Supreme Court of the State of Vermont. 


Held, That plaintiff in error, cashier of the First National Bank of Brattleboro, 
was not justified in refusing to return to the clerk of the township of Brattleboro 
the number of shares held and the amount paid thereon in that township, by 
his assumption that the law directing such returns was unconstitutional and void. 
The States may require these lists for the purpose of taxation, a right which is 
conceded by the act of Congress itself, because the returning of the list is not 
in conflict with any requirement of the Banking Act. 

MILLER, J.—This is a writ of error to the Supreme Court of the State 
of Vermont, and, as is frequent in writs to the State Courts, it is objected that 
there is no jurisdiction, The plaintiff in error was cashier of a National bank 
in that State, and the judgment which this writ brings here for review was 
rendered against him for penalties imposed by a statute of that State, for his 
refusal to transmit to the clerk of the town of Brattleboro a true list of the 
shareholders of the bank who resided in that town, with the number of shares 
held, and the amount paid on said shares. The record shows that ‘the 
defendant’s counsel claimed in defense, that as said bank was organized under 
the law of Congress referred to in plaintiff’s declaration, the defendant, as 
such cashier, was amenable to no law but said law of Congress, and that the 
State Legislature had not power to prescribe or define his duties as such 
cashier.” That this proposition raises what is called a federal question within 
the meaning of the Act of 1867, admits of no doubt. We are also of opinion 
that no judgment could have been rendered against the defendant in the State 
Courts without holding, and in effect deciding, that this plea was bad, for if 
the State could not impose the duty of making such a list on the cashier, 
by reason of the Act of Congress or the Constitution of the United States, 
then the defendant was guilty of no offense, and the judgment is for that 
reason erroneous. This plain proposition cannot be evaded by any opinion 
delivered by the Supreme Court of that State. This Court, therefore, has 
jurisdiction. 

And the single question raised by the record is, whether the statute of the 
State is void which requires ‘the cashier of each National bank within the 
State, and the cashiers of all other banks, to transmit to the clerks of the 
several towns in the State in which any stock or shareholder of such banking 
association shall reside, a true list of the names of such stock or shareholders, 
with the number of shares standing against the name of such share or stock- 
holder, on the books of such banking association, together with the amount of 
money actually paid in on such shares on the first day of April.” 

The proposition on which this statute is asserted to be void is that Congress 
has legislated upon the same subject, and that where there exists a concurrent 
right of legislation in the States and in Congress, and the latter has exercised 
its power, there remains in the States no authority to legislate on the same 
matter. It is not necessary to dispute that proposition, nor when stated in 
this general language can it be controverted. It is none the less true, how- 
ever, that the line which divides what is occupied exclusively by any legisla- 
tion of Congress from what is left open to the action of the States is not 
always well defined, and is often distinguished by such nice shades of difference 
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on each side as to require the closest scrutiny when the principle is invoked, 
as it is in this case. 

We have more than once held in this court that the National banks organ- 
ized under the Acts of Congress are subject to State legislation, except where 
such legislation is in conflict with some Act of Congress, or where it tends to 
impair or destroy the utility of such banks as agents or instrumentalities of the 
United States, or interferes with the purposes of their creation. 

This doctrine was clearly and distinctly announced in the case of Zhe Bank 
vs. The Commonwealth of Kentucky, 9 Wallace, 353, and that case has been 
often referred to since, with approval in this court. 

The statute of Kentucky required ‘‘the cashier of a bank whose stock is 
taxed, to pay into the Treasury the amount of the tax due. If not, he was 
to be liable for the same, with twenty per cent. upon the amount.” The stock 
thus to be taxed was, as in the present case, the stock of the shareholders, as 
authorized by the Act of Congress, and that statute went a step further than to 
require a list of the names of these shareholders and the amount of their 
stock, and obliged the cashier to collect the tax out of the dividends and pay 
it over to the State. 

The precise point raised here was taken there and overruled by this Court, 
namely, that the laws of the State could impose no such duty on the banks 
organized under the laws of the United States. The case is directly and 
conclusively in point. 

It seems to have been supposed that because Congress has required of each 
National bank that a list of its stockholders shall be kept posted up in some 
place in their business office, this covers the same ground as that covered by 
the Vermont statute. 

The Act of Congress, however, was merely designed to furnish to the public 
dealing with the bank a knowledge of the names of its corporators, and to 
what extent they might be relied on as giving safety to dealing with the bank. 
It had no such purpose as the Vermont statute, and was wholly deficient in the 
information needed for the purposes of taxation by the State, as conceded to it 
by the Act of Congress itself. 

Some legislation of Vermont was, therefore, necessary to the proper exercise 
of the rightful powers of the State, and so far as it required, this list was not 
in conflict with any provision of the Act of Congress. 

This leads to the second objection to the validity of the State statute, namely, 
that its purpose was to tax bank shares at other places than those where the 
bank was located. 

This case does not raise that question. 

t. Because the bank, whose cashier is the plaintiff in error, was located in 
the town of Brattleboro, and the judgment against him is for refusing to 
deliver the list of shareholders to the clerk of that town, and not for his 
refusal to deliver such a list to any other town than the one where it was 
located. The delivery of a list to this clerk of the shareholders in that 
town would have been in aid of the taxation of the shares at the place where 
the bank was organized and did business, and such taxation is legal within the 
narrowest definition of the Act of Congress. 

2. But if it be true that so much of this statute as is supposed to authorize 
other towns in which shareholders reside to tax such shares is unconstitutional, 
that does not invalidate the part of it we have been considering. It will be 
time enough to decide the provision of the State law authorizing such taxation 
unconstitutional when an attempt is made to collect. such a tax, and the party 
resisting it shall bring the case here. The cashier has no right to make a case 
for him in advance. His rights are not affected by the acts here demanded of 
the cashier. This Court does not sit here to try moot cases to solve a question 
which may never be raised by any party entitled to raise it. 


The judgment of the Supreme Court of Vermont is affirmed. 





RECENT LEGAL DECISIONS. 


INTEREST ON CLAIMS AGAINST SUSPENDED 
NATIONAL BANKS. 


SUPREME COURT OF THE UNITED STATES, 


No. 905.—OcTOBER TERM, 1876. 


The National Bank of the Commonwealth of New York City, Plaintiff in 
Error, vs. The Mechanics’ National Bank of Trenton, New Fersey. 


In Error to the Circuit Court of the United States for the Southern District of 
New York. 


Held, that the claims when: proved to the satisfaction of the Comptroller, were 
upon the same footing as if they had been in judgment and would draw the- same 
interest. 


SWAYNE, J.—This suit was brought by the defendant in error, as an original 
claimant, and as the assignee of other parties. 

All the claims have a common origin, and involve the same principle. 

On the 22d of November, 1873, the Bank of the Commonwealth refused to 
pay its circulating notes on demand, and became in default. The Comptroller 
of the Currency appointed a receiver, and the bank has since been in his hands, 
The Mechanics’ Bank and its assignors had funds on deposit. On the 24th of 
September, 1873, all the parties demanded payment. Nothing was paid. Install- 
ments on account of the principal debts were subsequently paid, from time to 
time, to each of the parties. On the 20th of November, 1874, the last install- 
ment was paid in each case, and the principal debts were thereby extinguished. 
At each payment interest from the 24th of September, 1873, on the amount so 
paid, was demanded and refused. The other parties assigned to the defendant 
in error their claims respectively for such interest. The Mechanics’ Bank insti- 
tuted this suit. The declaration demands the payment of this interest in all 
the cases, with interest upon the aggregate amount from the 20th of November, 
1874. The Bank of the Commonwealth demurred. Judgment was given against 
it, and this writ of error was thereupon prosecuted. 

Two errors are assigned. 

1. That the plaintiff below was not entitled to recover any interest. 

2. If interest was recoverable, as demanded, on each installment when paid, 
the plaintiff was not entitled to interest on the gross amount of such interest 
from the 20th of November, 1874, the time when the last installments of the 
principal were paid. 

There is but one demurrer, and that is to the whole declaration. The point 
is, therefore, well taken by the counsel for the defendant in error, that if any 
part of the declaration be good, and devisible in its nature from the residue, 
the demurrer must be overruled. 1 Chitty’s Plead., 664. But the view which 
we take of the case renders it unnecessary to apply this rule. 

By the common law, interest could in no case be recovered. As early as the 
reign of King Alfred, in the ninth century, it was held in detestation. Church- 
men and laymen alike denounced it. Glanville, Fleta, and Bracton, all speak of 
it in terms of abhorrence. The first English statute upon the subject was the 37 
Henry VIII, ch. 9. 

This statute fixed the lawful rate of interest at ten per cent per annum, and 
visited receiving more with forfeiture and imprisonment. Other statutes regula- 
ting the subject were passed in later reigns from time to time, until finally an 
act of Parliament in 1854, (17 and 18 Vict., ch. 90,) swept all the usury laws 
in the English statute books out of existence, and established ‘‘free trade in 
money.” The first impulse to public opinion in this direction was given by 
Bentham, near the close of the last century. The final result was doubtless 
largely due to his labors, 

63 
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The fiftieth section of the National Banking Act (13 Stat., 113) requires the 
Comptroller of the Currency to apply the moneys paid over to him by the 
receiver ‘‘on all such claims as may have been proved to his satisfaction or 
adjudicated in a court of competent jurisdiction.” The act is silent as to interest 
upon the claims before or after proof or judgment. Can it be doubted that a 
judgment, if taken, would include interest down to the time of its rendition? 
Section 996 of the Revised Statutes of the United States (p. 182) declares that 
all judgments in the courts of the United States shall bear the same rate of 
interest as judgments in the courts of the States, respectively, where they are 
rendered, Interest is allowed by the law of New York upon judgments from 
the time they are perfected. Rev. Code of N. Y. (ed. 1859), vol. 3, p. 637. 

If these claims had been put in judgment, whether in a court of the United 
States or in a State court of that State, the result as to interest upon the 
judgment would have been the same. It was unnecessary to reduce them to 
judgment, because they were proved to the satisfaction of the Comptroller. 
After they were so proved, they were of the same efficacy as judgments, and 
occupied the same legal ground. Hence, they are within the equity, if not the 
lettery of these statutes, and bear interest as judgments would have done. 
Sedgwick on Const., 311, 315. This is conclusive upon the first assignment of 
error. 

The rule settled by this court as to the —— of payment is, that the 
debtor, or party paying the money, may, if he chooses to do so, direct its 
appropriation ; if he fail, the right devolves upon the creditor; if he fail, the 
law will make the application according to its own notions of justice. Neither 
of the parties can make it after a controversy upon the subject has arisen 
between them, and a@ fortiori not at the trialk WU S. vs. Kirkpatrick, 9 
Wheat., 737; U. S. vs. Fanuary, 7 Cr., 572; Field vs. Holland, 6 1d., 8. In 
the present case, the appropriation was made unequivocally by the party from 
whom the money was received. How it would have been applied by the law 
if neither of the parties had given any direction is a question which we need 
not, therefore, consider. 

The interest lawfully accruing upon each of the claims was as much a part of 
it as the original debt. The creditor had the same right to the payment of the 
one as of the other. If there had been a judgment, and the full amount due 
upon it had not been paid, an action of debt might have been brought upon it 
to recover the balance.- 1 Chitty’s Plead., 111. 

Such balance would have been adjudged to the plaintiff, with interest, in the 
shape of damages for the detention of the debt. If in that case the judgment 
debtor had chosen to pay only the principal of the judgment, leaving the inter- 
est unsatisfied, and the suit had been for the balance, consisting of interest 
only, the same result would have followed. 

We have shown that the claims, when proved to the satisfaction of the Comp- 
troller, were upon the same footing as if they had been in judgment. The 
amount in arrear was liquidated, and as certain as if it consisted wholly of prin- 
cipal instead of interest. This action was, therefore, well brought. If it had 
been in debt, damages would have been awarded for the detention of the debt 
sued for. The action not being in debt, the same amount was properly 
included in the mass of the damages for which the judgment was rendered. 

The compounding of interest, so far as it has occurred, was due entirely to 
the fault of the agent of the plaintiff in error. The principle of estoppel 2 fads 
applies. No exception can be taken upon that ground. 

The plaintiff in this action was entitled, ex eguo et bono, to the money sought 
to be recovered. Where the right to recover exists in this class of cases, it 
includes interest as well as principal, unless there is something which would 
render the _—— of the former inequitable. 

Kent, Chief Justice, said upon this subject: ‘‘Each case will depend upon 
the justice and equity arising out of its peculiar circumstances, to be disclosed 
at the trial.” Pearce vs. Barbour, 3 Caine, 265; see, also, Robinson vs. Bland, 
2 Burr., 1087. 

In the latter case Lord Mansfield said: ‘* The interest is an accessory to the 
principal ; and the plaintiff cannot bring a new action for any interest grown 
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due between the commencement of his action and the judgment in it.” * * * 
**T don’t know of any court in any country (and I have looked into the matter ) 
which don’t carry interest down to the last act by which the sum is liquidated.” 

The Comptroller committed a plain violation of his duty. There should have 
been no discrimination between principal and interest in making his payments. 
The creditor had the same right with respect to both, as if he had been pur- 
suing the defaulting debtor under other circumstances. The Comptroller should 
have done just what the law would have done if the case had not come under 
his cognizance. 

Numerous cases, both English and American, are to be found in which com- 
pound interest, under special circumstances, was recovered. It is sufficient to 
refer to a few of them. Zx parte Beavens, 9 Vesey, Jr., 223; Colliot vs. 
Walker, 2 Anstr., 495; Hamilton vs. La Grange, 2 H. Black, 145; Kellogg vs. 
Hichock, 1 Wend., 521; Tyler vs. Yates, 3 Barb. Rep., 222; Rennow, Dickens, 
Cam. and Norw. Rep., 357; Aurora City vs. West, 7 Wall., 82; Town of 
Genoa vs. Woodrow, 92 U. S. S. C., 502. 

The demand for the interest was properly made upon the plaintiff in error. 

The judgment of the Circuit Court is affirmed. 


TAXATION OF A BANK BUILDING AS CAPITAL. 
OPINION OF THE ATTORNEY-GENERAL OF THE UNITED STATES. 


Money Invested in a Banking House by a Bank or Banker is Capital,;and subject to the Tax 
of one twenty-fourth of one per centum, 


DEPARTMENT OF JUSTICE, WASHINGTON, April 7, 1877. 


Hon. Fohn Sherman, Secretary of the Treasury: 


Sir: Yours of the 28th ultimo propounds this question, ‘‘ Whether the terms 
‘capital’ and ‘capital employed,’ as used in paragraph second of Section 3,408, 
R. S., embrace that portion of actual capital which is invested in and repre- 
sented by the banking house or other real estate, or whether for the purpose 
| said paragraph, such real estate is not to be regarded and treated as person- 
ality.” 

So much of the Statute as it becomes necessary particularly to examine 
reads as follows: ‘‘Section 3,408. There shall be levied, collected, and paid, 
as hereafter provided: First, . . . . . Second, A tax of one twenty-fourth 
of one per centum each month upon the capital of any bank, association, com- 
pany, corporation, and on the cafital employed by any person in the business of 
banking beyond the average amount invested in United States bonds : Provided, 
That the words, ‘capital employed’ shall not include money borrowed or received 
from day to day, in the usual course of business, from any person not a partner 
of or interested in the said bank, association, or firm.” 

You transmitted with your letter a copy of an opinion given November 5th, 
1869, by Special Counsel, to the then Commissioners of Internal Revenue, to 
the effect that the estimated cost or value of the building used for banking 
purposes ( where owned by the banker), should not be considered in determin- 
ing the amount of ‘‘capital employed” in that business. 

Respect for the careful conclusion of counsel, and what is understood to be 
the practice of the Department, has caused a full examination of the subject 
before expressing any opinion ; and a reply to your inquiry has therefore been 
somewhat delayed that the response might be the result of due deliberation and 
investigation. 

In my judgment, it is not material whether the capital employed in banking 
business is invested in real estate or in personalty. It is its muse and not its 
nature (if it be not Government rior, that determines the amount of the 
tax. As the court in New York observed, ‘‘The assessment and taxation of 
individual bankers, as well as banking associations, in respect of their banking 
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capital, are governed by special statutes, applicable only to property ‘thus 
employed, and not by the general statutes of the State regulating the assessment 
and taxation of personal property ; and the business of banking, whether carried 
on by individuals or associations, is subject to restrictions and regulations 
peculiar to itself, and not applicable to any other branches of business.” A/iner 
vs. Fredonia, 27 N. Y., 157. 

The imposition is an excise duty, as distinguished from a /ax strictly so 
termed ; the latter being assessed upon frop:rty proportionally, while the former 
is a fixed, direct, and absolute charge for a Privilege, without any necessary 
regard for the amount of property belonging to those on whom the charge may 
fall ( Oliver vs. Washington Mills, 11 Allen, 274, 275), although it may be 
increased or diminished by the extent to which the privilege is exercised. 

The power of the sovereign to impose a charge upon all professions or 
avocations is unquestioned. Portland Banks vs. Apthorp, 12 Mass., 257; U. S. 
vs. Vassar, and vs. others ( License Tax Cases), 5 Wall., 462; Com. vs. Black- 
ington, 24 Pick., 357; St. Louis vs. Laughlin, 49 Mo., 562; State vs. Simmons, 
12 Mo., 271; Zyre vs. Facob, 14 Grattan, 431. It has been exercised in the 
various Federal statutes passed to raise internal revenue. Society for Savings 
vs. Coite, 6 Wallace, 607. 

The section and clause under discussion fixes the charge to be paid for the 
privilege of carrying on the business of banking. That the ‘‘ capital” fixed by 
the charter or articles of agreement of a corporation or association, and the 
‘capital employed” by an individual, are taken as the basis for calculating 
the value of the privilege. They indicate the extent to which the privilege is 
used ; but it is not material in what property that capital in invested, except 
that the statute, in setting up its arbitrary standard of computation, excludes 
United States bonds. 

In regard to a license fee for carrying on insurance business in Illinois, the 
court of that State says: ‘‘This is not a tax upon property, but is a burden 
imposed upon the agent for the right of exercising a franchise or privilege, and 
which the legislature would have the right to withhold or inhibit altogether, 
and the amount of premiums charged is merely used as a mode of computing the 
amount to be paid for the exercise of the privilege. The legislature might have 
adopted, as a mode of computing the amount, the value of the property 
insured, and in that event it could hardly be said to be a tax upon that prop- 
erty.” People vs. Thurber, 13 Ill., 557. 

The assessment is on the means of acquiring property, and not on the prop- 
erty itself. Com. vs. Blackington, 24 Pick., 357; Jz re Peyton, 7 Hurl. and 
Nor., 296; Zyson vs. State, 28 Md., 587. Of course, all taxes must be paid 
out of the payer’s property, but excises are not based upon a valuation of 
property. Thus, an excise upon Savings banks, though an indirect assessment 
upon the depositors, is not a tax upon them or their property, but upon the 
corporation ; on its privilege or franchise. Com. vs. People’s Saving Bank, 5 
Allen, 432, e¢ seg. 

The amount of capital, invested any otherwise than in United States bonds, 
is the statutory method of ascertaining the excisable value of the franchise or 
privilege. Commonwealth vs. Lowell Gas Light Co., 12 Allen, 76; Com. vs. 
Hamilton Man. Co., Id., 301, et seq; affirmed in 6 Wall., 632. 

As expressed in Cotte vs. Society for Savings, 32 Com., 188 (affirmed by the 
United States Supreme Court, in Society for Savings vs. Coite, 6 Wallace, 594), 
the imposition is, ‘‘for its facilities of business, and not on its assets.” Ador- 
ney General vs. Bay State Mining Co., 99 Mass., 152, 1533; Cotte vs. Conn. 
Mut. Life Ins. Co., 36 Conn., 512. 

The language of the Federal and State courts, in those numerous cases 
(some of which are above cited ), where the legality of taxes upon corporations 
which had part of their capital invested in United States bonds was affirmed, is 

rtinent here, and apparently decisive of the present inquiry. ‘‘It is the cap- 
ital stock, considered as a franchise, embracing the whole corporate organiza- 
tion, with all its rights and privileges, of which the shares are constituent frac- 
tional parts, that forms the subject matter on which the tax or assessment is 
imposed.” Com. vs. Ham. Man. Co., 12 Allen, 305 Manufacturer's Ins. Co. 
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vs. Lond, 99 Mass., 147; Attorney General vs. Bay State Min. Co., Id., 153, 
top; Oliver vs. Liverpool Ins. Co., 100 Mass., 538, affirmed in Liverpool Ins. 
Co. vs. Massachusetts, 10 Wallace, 566; Bradley vs. People, 4 Wallace, 459, 
affirming Van Allen vs. The Assessors, 3 Wallace, 573; Bank of Commerce vs. 
New York City, 2 Black, 628, 629; Provident Inst. vs. Massachusetts, 6 Wal- 
lace, 611, affirming Com. vs. Prov. Inst. for Savings, 12 Allen, 312. 

A banking house purchased and used for banking purposes. either with part 
of the authorized capital of a corporation or association, or the personal funds 
of a private banker must be deemed ‘capital employed” in that business. 
‘*The capital employed in manufacturing,” said Mr. Justice Weston, in constru- 
ing a tax act in 1827, ‘‘or in a manufacturing establishment, embraces what- 
ever is essential to the prosecution of the business, To this purpose, the fac- 
tory building is as necessary as the machinery, or the raw material. As well 
might it be urged that the money invested in a saw mill is not capital 
employed in the manufacturing of boards.” Gardiner C. and W. Co. vs. Gard- 
iner, 5 Maine, 139, top. 

It follows, therefore, that every banking corporation should be assessed for the 
fixed amount of its capital (less the sum put into Government bonds), and the 
private banker for the capital employed by him in that business, other than that 
by him invested in such bonds. The statute, which is the sole basis for and 
guide of any assessment, authorizes no further deductions, in ascertaining the 
sum upon which the monthly tax of one twenty-fourth of one per cent. is to be 
calculated. Very respectfully, your obedient servant, 

CHARLES DEVENS, Atforney-General. 
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INTERNAL REVENUE CIRCULAR. 


CONCERNING THE TAXATION OF BANKING CAPITAL INVESTED IN 
REAL ESTATE, 


TREASURY DEPARTMENT, OFFICE OF INTERNAL REVENUE, } 


WASHINGTON, May 8, 1877. 5 


In an opinion of the Attorney-General, dated April 7, 1877, and which is 
published in the Juternal Revenue Record, vol. 23, page 126, he holds that 
‘‘A banking house purchased and used for banking purposes, either with part 
of the authorized capital of a corporation or association, or the personal funds 
of a private banker, must be deemed ‘capital employed’ in that business.” 
The opinion closes by stating ‘‘that every banking corporation should be 
assessed for the fixed amount of its capital (less the sum put into Govern- 
ment bonds), and the private banker for the capital employed by him in 
that business, other than that by him invested in such bonds. The statute, 
which is the sole basis for and guide of any assessment, authorizes no further 
deductions in ascertaining the sum upon which the monthly tax of one twenty- 
fourth of one per cent. is to be calculated.” 

Assessments will hereafter be made in accordance with this opinion, any 
instructions heretofore given by this Office to the contrary notwithstanding ; 
and all returns for assessment of banks, banking associations, companies, and 
corporations, and of bankers, hereafter made, will be required to embrace 
the entire amount of aid-up capital of the bank, association, company, or 
corporation, and the entire capital employed by any private bank or banker in 
the business of banking. The returns will also in each case state, as a deduc- 
tion from. the capital, the average amount invested in United States bonds. 
No other deduction than this will be allowed. 

All returns hereafter made, including not only returns for the six months’ 
period ending with the 31st instant, and all periods subsequent thereto, but 
also all returns hereafter made for periods a to that ending upon the day 
above named, should be upon the revised forms, which expressly include, in 
the return of capital, capital invested in real estate. 

Collectors will. see that the banks and bankers in their respective districts 


are each supplied with a copy of this circular. 
GREEN B. Raum, Commissioner. 
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INQUIRIES OF CORRESPONDENTS. 
ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 
I, FRAUDULENT ALTERATIONS IN CHECKS. 

Can you give me the decision of any court in reference to raised checks? 
For instance, a bank cashes a draft drawn on another bank, the drawee does 
not find that the draft has been raised, until informed by the drawer to that 
effect. Where does the loss fall? on the drawer, drawee, or endorser ? 

REPLY.—The leading decisions upon this point are in the cases of Zspy vs. 
First National Bank of Cincinnati, 18 Wallace, 614; National Park Bank vs. 
Ninth National Bank, 46 N. Y., 77; Marine National Bank vs. National 
City Bank, 55 N. Y., 211; Third National Bank vs. Allen, 59 Mo., etc., 
all of which have been reported in the BANKER’S MAGAZINE. 

The question of alterations in checks after issue, is fully discussed in Daniel 
on Negotiable Instruments, which treats the subject of checks in the most 
comprehensive and thorough manner. We take from this excellent work the 
substance of the following : 

As a general rule the bank can only charge the original amount against the 
drawer ; for that limits the extent of its authority to it to pay out his deposit ; 
and if his check has been altered by any party, such alteration is a forgery of 
his name, for which he is by no means responsible, provided he afferded no 
opportunity for its commission. 

But when the drawer has drawn his check in such a careless or incomplete 
manner, that a material alteration may be readily accomplished without leaving 
a perceptible mark, or giving the instrument a suspicious appearance, he himself 
prepares the way for fraud, and then, if it is committed, he, and not the bank, 
should suffer. 

As to recovery of excess when money is paid by the bank upon a ‘‘ raised” 
or altered check by mistake, the general rule is that it may be recovered back 
from the party to whom it was paid, as having been paid without consideration ; 
but if either party has been guilty of negligence or carelessness, by which the 
other has been injured, the negligent party must bear the loss. This doctrine 
is clear, and is sustained by authority. The bank is not bound to know any- 
thing more than the drawer’s signature, and in the absence of any circumstance 
which inflicts injury upon another party, there is no reason why the bank should 
not be reimbursed. 


II, IRREGULAR ACTS OF A BANK OFFICER. 


If the Vice-President of a bank, who has nothing to do with its daily 
business, endorses accommodation paper, is the bank liable for such paper? 
What position does this place the V. P. in? 

REPLY.—Unless the bank should have derived benefit from the proceeds 
of the paper so indorsed, it would not be held liable for the unauthorized 
indorsement of its Vice-President. 

Corporations are bound by acts of their officers within the scope of the 
ordinary and legally inherent duties of their respective offices, but not by 
illegal transactions outside of those duties. The indorsement of a bank upon 
negotiable paper, other than a bona-fide bill of exchange, is a circumstance 
which ought to put a prudent purchaser upon guard and inquiry. 

If the Vice-President indorsed the paper without authority and not for the 
benefit of the bank which he purports to represent, he is liable individually 
as indorser, 
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III. THE AUTHORITY OF AN AGENT, 

A has a clerk who is in the habit of collecting his monthly accounts, and 
signing his (A’s) name to the same, with his permission. This clerk receives 
in exchange for a monthly bill a check on a bank, goes to the bank and 
endorses A’s name upon the check, the teller of the bank paying him the money 
on the check so endorsed. Now, if the clerk appropriates the money and does 
not account to A for it, can the bank be made to refund the money to A, he 
claiming that the clerk had no right to sign his name on checks? In view of 
the fact that the draft was given for the settlement of a monthly dill, and that 
A says that his clerk had power to sign his name to bills, is the bank responsi- 
ble to A for the money paid on the endorsement of the check ? 

REpLy.—The point is simply this. Was the clerk authorized to indorse checks 
for his employer? It does not follow that he was, merely because he was 
allowed to collect accounts. The rule of law is, that ‘‘if an agent who is speci- 
ally authorized to do a specific thing, exceeds his authority, the principal is not 
bound, because the party dealing with such agent must inquire for himself, and 
at his own peril, into the extent and limits of the authority given to the agent.” 
Unless the bank can prove that the clerk signing his ndme was authorized to 
do so, A can recover the money paid on the clerk’s indorsement and misappro- 


priated by him, 


IV. THE RIGHTS OF DIRECTORS AND STOCKHOLDERS. 


If a banking oe in this State is in liquidation, and while in such 
condition should find it necessary to order assessments upon its stockholders 
for the purpose of meeting its liabilities, and certain stockholders should 
refuse the payment of said assessments, has the Board of Directors, who are 
still continuing in office, a right to declare the stock of said stockholders 
forfeited for the non-payment of said assessments ? 

REPLY.—Unless the authority to do so is provided in the By-laws of the 
corporation, or in its charter, the Board of Directors has no right to declare 


forfeit the stock of the refusing shareholders, 


V. FAILURE TO PROTEST UNINDORSED DRAFT. 


A’s draft at five days sight on and accepted by B, and payable to the order 
of C, a banker, is cashed by the latter, who forwards it for collection to D, a 
bank at the place where payable. C, through mistake, omits to indorse the 
draft, and D does not protest it at maturity. Is D responsible to C for its 
payment? 

REPLY.—C’s omission to indorse the draft does not lessen D’s duty in the 
premises. If any loss should result to C from D’s failure to protest, D is 
responsible to C therefor, But if D returned it on the day of its maturity, thus 
advising C of its non-payment, it became C’s duty to notify the drawer in his 
turn, and (unless it were a foreign bill) A is held as though by formal pro- 
test. 


VI. FILLING BLANKS IN NEGOTIABLE PAPER. 


A printed form for a note is filled in for a certain amount, and payable a 
certain number of months from date, but the line before which the word ‘‘at” 
stands is left blank. After the note is signed, another party fills in this line 
and makes it payable at a bank, doing this without the knowledge or con- 
sent of the maker of the note. Does this act invalidate the paper in the 
hands of an innocent holder? 
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REPLY.—No ; the maker cannot in such case escape liability to an innocent 
holder for value. When a blank is left in a negotiable note, there is an implied 
authority to the holder to fill up the indorsement. If fraud be committed, the 
maker, who furnished the opportunity for it by his neglect to fill the blank, 
must suffer, and not the innocent holder. 


VII. ARE DETACHED Coupons SECURED BY THEIR BOND MORTGAGE? 


The holder of a real-estate mortgage having coupons attached for the inter- 
est sends the coupons to a bank for collection, and a friend of the payor 
takes it up for him and holds it himself as against the maker and the prop- 
erty. Now if the principal is unpaid when it falls due, and is foreclosed, can 
this interest coupon be put in judgment with the mortgage, and the holder 
share in the proceeds of the sale as part owner of this claim? 


REPLY.—It has been held that a coupon is part of the debt covered by the 
mortgage which secures its bond, and the security of the mortgage inures to 
the assignee of the coupon. [ J/iller vs. Rutland, etc., R. R., 40 Vt., 399.] 

We should not, however, regard this as a precedent sufficiently safe to justify 
such payments ‘‘for the honor of the maker.” There are other points in the 
transaction as mentioned which might suggest grounds for dispute. 


saci niin 
NEW BANKING LAWS OF NEW YORK. 


GENERAL STATUTES OF NEW YorK, CHAP. 69.—An Act to amend chapter 
475 of the laws of 1867, entitled ‘‘An Act enabling National Banking Asso- 
ciations to become State Banking Associations, and to amend the king 
Laws of this State.” Passed March 29, 1877. 

SECTION I. Section three of chapter four hundred and seventy-five of the 
laws of eighteen hundred and sixty-seven, entitled ‘‘An Act enabling National 
Banking Associations to become State Banking Associations, and to amend the 
Banking Laws of this State,” is hereby amended so as to read as follows: 

Sec. 3. Nothing in the Banking Laws of this State shall be construed as 
requiring any banking association or individual banker to issue circulating notes, 
but every banking association and individual banker not having given notice 
of intention to close the business of banking, and not having made a deposit 
of cash to redeem its circulating notes, and whose outstanding circulation 
does not exceed ten thousand dollars, is hereby required to keep on deposit, 
in the bank department, in addition to the deposit now required to secure 
the circulating notes of said bank stocks of this State, or of the United States, 
bearing interest at a rate of not less than four and one-half per cent., to the 
‘amount of five thousand dollars, and the same shall be held by the Super- 
intendent of the bank department as a pledge of good faith, and guaranty 
of compliance with the Banking Laws of this State, on the part of such 
banking association or individual banker, and the proceeds of such stock, or the 
interest thereof, or so much thereof as may be necessary, may be wens by 
the Superintendent to the payment of any penalty incurred by, or the assess- 
ment imposed upon, the banking association or individual banker, for whom 
such deposit is held, in lieu of the remedy by suit at law, heretofore given 
by the Banking Laws of this State, to the Superintendent, for the enforcement 
of penalties or the collection of lawful assessments. The provisions of Section 
one, chapter two hundred and eighty-one, laws of eighteen hundred and forty- 
four, relative to depositing securities with the Superintendent of the bank 
department, shall not apply to banking associations or individual bankers that 
issue no circulating notes. 

SEc. 2. This Act shall take effect immediately. 





PUBLIC DEBT OF THE UNITED STATES. 


PUBLIC DEBT OF THE UNITED STATES. 
Recapitulation of the Official Statements—cents omitted. 


DEBT BEARING INTEREST IN COIN. 


April 2, 1877. 
$ 934,877,050 
703,266,650 
50,000,000 


Bonds at six per cent. . 
Bonds at five per cent... 
Bonds at four and a-half per cent. 


$ 1,688, 143,700 


DEBT BEARING INTEREST IN LAWFUL MONEY. 


$ 14,000,000 
$ 6,062, 390 
DEBT BEARING NO INTEREST. 


$ 362,721,296 
35s 155,000 
23,440, 512 
48,279,400 


"_8.469,596,208 596,208 


Total debt ......... eedscossocseesecse soccccscccccsocces ooo $2, 177,802,298 
Interest 27,029,976 


Navy pension fund at three per cent......... 


DEBT ON WHICH INTEREST HAS CEASED.... 


Old demand and legal-tender notes........ 
Certificates of deposit oe 
Fractional CUrrency........ss0e0eeee Scnccccscccseces 
Coin certificates 


ToTAL DEBT, principal and interest $ 2,204, 832,275 


CASH IN THE TREASURY. 


$ 86,818,285 

Currency 8 184,863 
Special frome held for redemption of cer- 
tificates of deposit, as provided by law... 35,155,000 
$ 130,158,148 


Debt, less cash i in the Treasury, Apr. 2, 1877 $2,074,674, 126 
. May. 1, 1877 


. $14,107,016 


Decrease of debt d the past month.... 
24,765,218 


Decrease of debt since June 30, 1876........ 


May 1, 1877. 


$914,754, 100 
703,266,650 
70,000,000 


$ 1,688,020, 750 


$ 14,000,000 


$ 15,621, 380 


361,559,481 
40,465,000 
22, 186,575 
49,712,700 


-- $473,923.757 
+» $2,191, 565,887 


33,092,616 


«» $2,224,658, 503 


$ 105,439,740 
8,395,145 


40,465,000 


- $154,299,886 


» $2,070,358,617 


$ 4,315,509 
29,080, 527 


BONDS ISSUED TO THE PACIFIC RAILWAY COMPANIES, INTEREST PAYABLE IN 


LAWFUL MONEY. 


Principal outstanding. 
Interest accrued and not yet paid 


$ 64,623,512 
969,352 


Interest paid by the United States........ esses 34,018,923 
Interest repaid by transportation of mails, &c. 8,044,094 


Balance of interest paid by the U. S... $25,974,829 


$ 64,623,512 
1,292,470 


34,018,923 
8,131,735 


“s $ 25,887, 188 
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THE NATIONAL BANK NOTE CIRCULATION. 


Statement of the Comptroller of the Currency, showing by States the amount 
of National bank circulation issued, the amount of Legal-Tender Notes deposited 
in the United States Treasury to retire National bank circulation, from June 
20, 1874, to May 1, 1877, and amount remaining on deposit at latter date. 

LeGAL-TenpER Notes Deposirep To 
Retire Nationa BANK CIRCULATION, 
Additional SINCE JUNE 20, 1874. Legal Tenders 

STATES AND cnr: pn - =e — os = . 

" yr redenmp- retire wi e@u.o. 
SSRIS ORES. Gearon: 1874. tion or Notes Circulation Total Treasurer at 
of Ligquidat- under Act off Deposits. date. 
ing Banks. une 20, 1874. 
$903,580 . 41,200 . $555,000 . $596,200 . 
389,865 . 27,400 . 10,800 . 38,200 . 
866,980 . 134,807 . 458,340. 593,147 - 
75371:915 + 96,400 . 5,154,500 . 5,250,900 
Rhode Island 156,200. ——.. 617,385 . 617,385 
Connecticut 966,310 . 27,050 . 1,132,490 . 1,159,540 . 75,223 
4:931,970 - 913,866 . 14,395,300 . 15,309,166 . 2,363,915 
New Jersey....... 995,635 + 30,060 891,540 . 921,600. 232,004 
Pennsylvania ...... 4,063,480 616,982 . 4,578,515 - 5:195,497 - 1,370,917 


84,175 . _— P ° 
Maryland tees - 166,600 . 1,178,080 . 1,344,680. 380,430 
Dist. of Columbia. 249,900 - 393,164 . 427,500. 820,664. 238,869 
06,100 . 706,864 . 760,915 . 1,467,779 - 431,655 
West Virginia..... 41,670 . 731,060 . 204,300. 935,360. 250,657 
North Carolina... 350,060. —— . 764,185 . 764,185 292,480 
— 953,380 - 953,380. 222,010 
242,725 + 347,675 590,400. 145,695 
— . 4500 4,500 . 863 
—— —— 1,721 


625,750 . 1,844,250 . 2,470,000. 774,359 
—— . 229,340. 229,340 48,490 
90,000 . » 20,933 


eS 90, _—— 
Kentucky 6 + 526,367 . 982,633 . - 619,942 
Tennessee 96. + 235,901 . 461,959 . - 206,258 
Missouri » 260,731 . 3,427,419 + 794,133 
- 977,521 . 1,894,460 . » 1,387,813 
21,769 . 3,344,780 866 
8,474 . 5,688,086 . 6,586,560 
- 116,400 . 1,641,800 
Wisconsin.......00« 80, + 364,999 . 732,400. 
TONG s acccraseccesses + 503,012 . 1,412,850 . 
Minnesota - 191,676 . 1,128,545 . 1,320,221 . 
- 558,571 . 184,900. 798,471 . 
45,000 . 99,880 . 144,880. 
72,425 . 149,400. 219,825 . 
161,191 . 196,800. 357,991 . 
——— . 45,000 . 45,000 . 


Totals...... $30,366,495 $10,185,965 $55,993,907 $69,993,547 $15,384,418 
Legal-tender notes deposited prior to June 20, 1874, 
and remaining at that date 3,813,675 


Total deposits......... setedidtaeaiidciadieubassnanieten $73,807,222 
Jno. Jay KNox, Comptroller of the Currency. 





1877. NATIONAL BANK AND LEGAL-TENDER NOTES. 987 


NATIONAL BANK AND LEGAL-TENDER NOTES. 


STATEMENT of the Comptroller of the Currency, showing the Issue and 
Retirement of NATIONAL BANK NoTEs and LEGAL-TENDER NOTES under 
the acts of June 20, 1874, and January 14, 1875, to May 1, 1877. 

NATIONAL, BANK NOTES 
Outstanding when act of June 20, 1874, was passed......ccccccceceee P34Q) 994, 182 


Issued from June 20, 1874, to January 14, 1875... "4,734,500 
Redeemed and retired between same dates... sooee 25767, 232 


Increase from June 20, 1874, to January 14, 1875......... jeceesesesee . 1,967,268 
Outstanding January 14, 1875..sccc.ccsseseccssseeceesceees eee 351,861,450 
Redeemed. and retired from = 14, 1875, to date. ‘3 5,841,897 

Surrendered between same dates..........000« sahancansenssase 7,286, 


Total redeemed and surrendered 59,128,778 
Issued between same dates 25,631,995 


Decrease from January 14, 1875, to date...... 33,496,783 


Outstanding at date $ 318, 364,667 


Greenbacks on deposit in the Treasury, June 20, 1874, to retire 

notes of insolvent and liquidating banks $ 3,813,675 
Greenbacks deposited from June 20, 1874, to date, to retire 

National bank notes......ccccccrssssessceeees eoecccceccceesccesccee ove 66,179,872 


Total ’ deposits 69,993,547 
Circulation redeemed by Treasurer between same dates without 
SID sniencensene pibcingalancannisnbeibee indiednneeneinaencannsinetiltci i 54,609, 129 


Greenbacks on oe at date.. ove 15,384,418 

Greenbacks retired under act of January 14, 1875.....ccsseccsseees sees $20,505,596 

Greenbacks outstanding at date. ..........sccssccsccsssscssccsersseseees esses 301,494,404. 
Jno. Jay Knox, Comptroller of the Currency. 


jf 


FEMALES AS STOCKHOLDERS IN NATIONAL BANKS. 


Table, showing the amount of capital stock of ten of the yes banks in 
Central New York, together with the amount of stock held by females, the 
total number of stockholders, the number of female stockholders, and the aver- 
age amount held by each female. 

Amount g Average -—Stockholders.~ 

stock held each Total No.of Wid- 

Capital. byfemales. female. No. of female ows. 

Oneida Valley Nat. Bank... pe ne -$ 48,300 $2,100 . 46 . 23 . 
State Bank, Oneida. 60,000 . I1,700 . 1,170 . Io 
Central National B’k, Rome. 97,500 . 13,080 . 727 . . 18 
First National Bank, Rome. 100,000 . 16,000 . 94I . . 
Fort Stanwix Nat.B.,Rome. 150,000 . 26,950 . 929 . - 29 
First National Bank, Utica. 600,000 . 232,560 . 1,472 . . 158 
Oneida National B’k, Utica. 400,000 . 146,900 . 1,650 . . 89 
Second National B’k, Utica. 300,000 . 77,600 . 1,650 . . a 
National Bank of Vernon.... 100,000 . 36,200 . 1,810 . - 20 
National B’k of Waterville.. 150,000 . 31,120 . 724 . .. 43 


snake ssecsesececeeseep 2,002,500 $ 640,410 1,112 454 


Average amount held by each of the total stockholders, $ 1,854. 
” bed 66 female 1,410. 
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BANKING AND FINANCIAL ITEMS. 


CALLS OF FIVE-TWENTY Bonps.—The Secretary of the Treasury issued on 
May 5th, the 46th call for five-twenty bonds, numbered as follows, all inclusive : 

Coupon Bonds.—$500, Nos. 49,801 to 52,267; $1,000, Nos. 141,001 to 
150,006. Total coupon, $ 8,581,100. 

Registered Bonds.—$50, Nos. 497 to 510; $100, Nos. 6,395 to 6,397; 
$500, Nos. 3,977 to 3,991; $1,000, Nos. 15,178 to 15,247; $5,000, Nos. 
7,765 to 8,198. Total registered, $ 1,533,550. 

The bonds‘ outstanding and represented by the above-mentioned numbers, 
aggregating $10,114,550, constitute the residue of those issued under the act 
of March 3, 1865, dated November 1, 1865. Interest will cease on August 5. 

The bonds next subject to call for redemption, are the consols of 1865, of 
which there were outstanding on May Ist, $202,658, 100. 


The forty-seventh call was issued on May 2ist, being for $ 10,000,000 consols 
of 1865. The principal and accrued interest will be paid at the Treasury in 
Washington, on and after August 21, 1877, and interest will cease on that day. 
The numbers, all inclusive, are as follows : 

Coupon—§$ 50, Nos. 1 to 3,000; $100, Nos. I to 4,000; $500, Nos. 1 to 
5,000 ; $1,000, Nos. 1 to 11,000. Total coupon, $6,000,000. 

Registered. —$ 50, Nos. 1 to 100; $100, wen I to 700; $500, Nos. 1 to 
700 ; $1,000, Nos. 1 to 2,800; $5,000, Nos, 1 to 1,100; $10,000, Nos. I to 
1,181. Total registered, $ 4,000,000. 

Bonds forwarded for redemption should be addressed to the Loan Division, 
Secretary’s office, and all registered bonds should be assigned to ‘‘the Secretary 
of the Treasury for redemption.” 

Where parties desire checks in payment for registered bonds drawn to any 
one but the payee, they should assign them to the Secretary of the Treasury 
for redemption account of the owner or owners. 


THE New York Stock ExcHANGE.—At the annual meeting of the New 
York Stock Exchange, May 14th, the following officers were elected for the 
ensuing year:—President, Henry Meigs; Chairman, M. A. Wheelock; Vice- 
Chairman, James Mitchell; Treasurer, D. C. Hays; Secretary, B. O. White ; 
Trustee of Gratuity Fund, Jas. M. Fuller. Governing Committee, to serve four 
years :—S. T. Russell, F. N. Lawrence, F. R. Sturgis, W. L. Bull, R. Kepp- 
ler, E. Brandon, D. T. Worden, H. G. Stebbins, A. Colvill, G. L. Haight. 
To serve three years C. K. Randall. To serve one year, H. Lapsley and 
S. J. Drake. 


EXPRESS CHARGES ON CURRENCY.—The Treasury Department has so modi- 
fied its circular of February 26, 1876, concerning express charges on United 
States currency received for redemption, etc., that hereafter until further 
notice National bank depositaries may forward under the Government contract 
with the Adams Express Company, to the Treasurer at Washington, fractional 
currency for credit on account, in sums of $500 and multiples thereof, at the 
expense of the Department. 


‘LIQUIDATION OF NATIONAL BANKS.—The Comptroller of the Currency 
declared in April, a dividend of twenty-five per cent. in favor of the creditors 
of the National Bank of Fishkill, N Y. Also a dividend of fifteen per cent. 
in favor of the creditors of the First National Bank of Wichita, Kansas, making 
in all for the latter bank, thirty-five per cent. 
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THE WorRK OF THE U. S. Mints.—Dr. Linderman, Director of the Mint, 
recently applied to the leading foreign countries which have mints of their 
own for specimens of their latest issues of gold and silver coins. After 
assaying and comparing their fineness and the character of the mechanical 
work with that of our own coins, the comparison is very favorable to the 
United States. Gold coins recently turned out at the Netherlands and Ger- 
man mints are concave on one side and convex on the other, so that they 
will not lie firmly together, and the abrasion from this cause is very greatly 
increased. The workmanship on the French and English coins is much better, 
but in no instance do they excel that upon American coins now being manu- 
factured at our mints. The devices both on our gold and silver coins are 
not as good as they might be; but so far as the fineness of the metal and 
excellence of the workmanship are concerned the United States gold and silver 
coins will bear comparison with the best produced in Europe. 


Between July Ist 1876, and the Ist of May, the mints of the United 
States have produced about $40,000,000 worth of gold coin. Adding to 
this the amount of silver coinage during the same period, the aggregate is 
greater than the amount of coinage ever done in the United States mints in 
the same length of time. The only years during which the amount of work 
was nearly so great were two or three immediately succeeding the discovery 
of gold in California and Australia. Even in those years the number of 
pieces actually made was much smaller than during the present, as the 
greater portion of the gold then coined was made into double eagles, while 
during the present year an immense quantity of silver coins has been turned 
out. The accumulation of gold in the United States during the current 
year will probably be greater than during any previous year of its history. 
This country is not only retaining all the gold produced, between $40,000,000 
and $50,000,000, but in the first eight months of the present fiscal year our 
importations of gold and silver exceeded the exportations by about $4,000,000. 
From present indications it would not be surprising if the amount of gold 
and silver accumulated in this country during the present year from produc- 
tion and import should amount to fully $50,000,000, or more than the 
amount sent out of the country during the year 1862, as a result of the 
suspension of specie payments. 


END OF THE NEW York GOLD EXCHANGE.—Monday, April 30th, was the 
last day of the New York Gold Exchange. Promptly at three o’clock the 
President, C. O. Morris, called the members to order, and after reading the 
section of the constitution providing for the dissolution of the board, as recently 
adopted, stated that an agreement had been signed by four hundred members, 
or over four-fifths of the total membership, which fixed the dissolution of the 
Exchange on April 30. In conformity with such agreement and the constitu- 
tion of the board he therefore declared the New York Gold Exchange to 
be dissolved. The President followed this announcement with a brief review 
of the history of the Exchange from its organization in 1864 to the present 
time. The first President, Mr. Benedict, served four years, and was succeeded 
by Townsend Cox, who in turn was followed by six others, Mr. Morris having 
served two terms. The clearing department was not organized until Dec. Io, 
1866. Mr. Morris defended the existence of the Gold Exchange in the past, 
claiming it had been as necessary as the Produce or Cotton Exchange. He 
was succeeded by the Vice-President, Secretary, and Treasurer, who, in a few 
— remarks, thanked the members for the courtesy and kindness shown 
them. 

The President of the Stock Exchange, Samuel T. Russell, stated that it 
had been decided to establish a gold department of the Stock Exchange, to 
be carried on in the. room heretofore occupied by the Gold Board, and the 
first meeting would be held at ten o’clock on the following morning, May Ist. 
Hereafter dealings in Government bonds also take place in this room, and 
for this purpose there would be three calls of these bonds, as follows, at 
10.15 A. M., II.30 A. M., and 2 P. M., each occupying from seven to ten 
minutes. George W. McLean, Chairman of the Committee on Arrangements, 
announced that the rules governing the gold department would conform as 
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nearly as possible with those heretofore in existence in the Gold Room, 
A. W. Peters, Secretary of the Gold Exchange, had agreed to preside tempo- 
rarily over the Gold Room, in place of the former Vice-President. The 
Treasurer stated that all dues from members had been paid, and there would 
be left on hand to be divided among the members, after settling all accounts, 
about $123,000. The average daily clearances have been $ 50,000,000. 

A parting dinner of the members of the Exchange was given in the evening 
at Delmonico’s, at Fifth Avenue and Twenty-sixth street, at which nearly all 
the members were present. 


Fraups.—On the 11th of April, 2 man named Richard Lenix obtained from 
the Farmers’ National Bank of Bushnell, Ill., $400, upon a fraudulent draft 
purporting to be drawn by Judson’s Bank of Ogdensburg, N. Y., on the Fourth 
National Bank of New York City. He was identified and the draft endorsed 
by a citizen of Bushnell. On the following day the same person got from the 
First National Bank of Canton, IIl.,—thirty miles east of Bushnell—$ 600 upon 
another draft of the same character, being identified through a resident. On the 
same day, an accomplice known as Captain George Palmer,—a one-armed man 
—procured at the Home Bank of Canton, $500 on a similar draft, he being 
satisfactorily identified by an old citizen of the place. These men had for two 
months been laying their plans and making acquaintances, in order that they 
might be properly identified. They had in their possession other drafts of the 
same description, in various amounts from $400 to $1,500. , The drafts were 
well executed lithograph forms manufactured by Wm. M. Christy’s Sons, Phila- 
delphia, very neatly filled out in a business hand, machine numbered, revenue 
stamp imprinted, and perforated by a ‘‘check protector.” They were signed in 
due form, and addressed to the regular correspondent of Judson’s Bank, as given 
in the BANKERS’ ALMANAC AND REGISTER. 

It is supposed that these parties are the perpetrators of a similar swindle at 
Quebec, Canada, as they were traced by the bank as far as Toronto. There is 
reason to believe that their headquarters are at Philadelphia. 


A skillful fraud was recently perpetrated at St. Joseph, Missouri, by which a 
bank of that city narrowly escaped the loss of $1,900. We give the full particu- 
lars, in order that bankers may understand how perfectly every business precaution 
is met by these swindlers. On the morning of April 27th, a well-dressed stranger, 
of business-like make-up, appeared at the counter of the State Savings Bank, 
and inquiring for Mr. France, the cashier, handed to him a letter of introduc- 
tion which read as follows : 


Ocpen, Brower & Co., Bankers and Brokers, 
17 William Street, New York, April 23, 1877. 


C. B. France, Esq., Cashier State Savings Bank, St. Foseph, Mo. 

Dear Sir: We have sent the bearer, J. C. Quinn, Esq., to you, by request of Messrs. Don- 
nell, Lawson & Co., of this city. Mr. Quinn will have occasion to transact considerable busi- 
ness in your vicinity, and for convenience of disbursements, he will probably open an account 
with you. As he will remain in the Western country for some time, we trust his account may 
prove advantageous. Yours respectfully 

GDEN, Brower & Co. 

Quinn then presented a check, purporting to be drawn by Ogden, Brower & 
Co. on the National Park Bank of New York, for $4,900, certified across its 
face by the printed stamp of the Park Bank, signed by E. Nile, teller. He 
asked for $1,900 in currency, and credit for the balance. The transaction 
appeared regular throughout, and the money was paid. 

After Quinn had left the bank, Mr. France examining the check more 
minutely, discovered a similarity in the writing between the endorsement and 
the filling of the check. His suspicions were immediately aroused, and he has- 
tened to telegraph Donnell, Lawson & Co., their correspondents. to ascertain 
whether or not such a check had been certified by the National Park Bank. 
The correspondents replied that the check was a forgery. Mr. France imme- 
diately sought the railroad officials, and a train being at once telegraphed, which 
had left about an hour after the transaction aforesaid, the forger was found 
on board. He promptly surrendered the money, and was forthwith arrested 
and lodged in jail. 
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CALIFORNIA.—Mr. N. K. Masten having resigned the Cashiership of the 
Nevada Bank of San Francisco the board of directors have elected to that 
office Mr. C. T. Christensen, of the firm of B. G. Arnold & Co., New York. 
Mr. Christensen carries to his new position a high reputation for ability and 
character as a business man. 


CONNECTICUT.—The Meriden Savings Bank was robbed at 11.15 o’clock on 
the morning of May 14th. The Secretary was called to the front door by a 
man in a carriage, and while talking with him two confederates entered by 
a rear door, opened the vault, and took between $400 and $5Q0 in money 
and $1,600 in bonds. 

The State Treasurer of Connecticut has given notice that all coupon bonds 
of the State, dated July 1, 1861, and payable twenty years from date, or at 
any time after the expiration of ten years from said date, and all coupon 
bonds dated October 1, 1864, and payable thirty years from date, or at any 
time after the expiration of ten years from said date, and all registered bonds 
issued in exchange for or on account of either of the above-named issues, will 
be redeemed and the accrued interest paid on the same on presentation at the 
treasurer's office, June 1, 1877, and the interest on said bonds will cease on 
that day. Any bonds of these issues, with accrued interest, are paid on presen- 
tation any time previous to June I. 


GrEoRGIA.—The City Bank of Macon closed its doors on 'May 14th, having 
made an assignment for the benefit of its creditors. 

ILLINOIs.—A bill to make silver legal tender in this State, has been passed 
by the Illinois Legislature, and if approved by the Governor, will take effect on 
the Ist of July next. The following is the text of the bill: 

**SECTION I. Be it enacted by the people of the State of Illinois, represented 
in the General Assembly, That from and after the date of the passage of this 
act, all silver coins, the standard value of which has been fixed and declared by 
the Congress of the United States, shall be a legal tender at such values, for 
the payment of all debts, both public and private, which are payable or col- 
lectable within the State of Illinois, and which are not made by the terms of 
the contract which created them expressly in other kinds of coins.” 

This would make the silver coin a legal tender in the geogs of all debts 
contracted in this State. All bank checks, all notes payable at banks, all sav- 
ings bank deposits, all private debts, all taxes due the State and municipal cor- 
porations within it, and all other forms of indebtedness, could be paid in silver 
without reference to the amount, unless otherwise specified in the contract. 


BANK TAXATION.—The Chicago Superior Court denies the applications of 
several National banks of Chicago for an injunction to restrain the collection 
of taxes on their shares (about $170,000 in all), the plea being that the 
individual shareholders had not been notified, though notification of the tax had 
been sent to the bank officials. 

MASSACHUSETTS.—At the annual meeting in May of the Five Cents Savings 
Bank of Newburyport, Captain David Wood resigned the presidency which he 
has held for twenty-one years. Captain Wood was the oldest bank officer in 
the city, his age being eighty-four years. 


MissourI.—Mr. James T. Howenstein having been appointed an Examiner of 
National Banks, has resigned the cashiership of the Valley National Bank of 
St. Louis. Mr. Howenstein was Bank Examiner from 1868 to 1871, when he 
organized the St. Louis Clearing House, of which he was manager for three 
years. In 1871, he organized the Valley National Bank, the cashiership of 
which he held until April 24th. At a meeting of the directors, held that day, 
resolutions were adopted expressing the regret of the board in accepting his 
resignation, and extending their best wishes for his success. 

Oxuto.—Mr. Henry B. Greenham, Cashier of the Piqua National Bank, died 
in that city on May 18th, after three weeks’ illness. Mr. Greenham has been 
connected with this bank for thirty years, having been cashier since the death 
of Mr. Joseph G. Young, eighteen months since, and was a highly esteemed 
gentleman. = . 
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Ou10.—Mr. Horatio S. Young having resigned his position as cashier of the 
Toledo National Bank, on May 14, Mr. Edgar H. Van Hoesen has been 
appointed cashier in his place. 

PENNSYLVANIA.—The Union Banking Company of Philadelphia closed its 
doors on May Ist. The failure is generally attributed to the existing depres- 
sion in business, but the immediate cause was a defalcation, estimated at 
$50,000, on the part of the cashier, James A. Hill. The Board of Directors 
met on April 30th to consider the condition of the bank, and after much 
deliberation yesolved that, unless they could raise $100,000 before ten o’clock 
next day, the bank must go into liquidation. The effort to secure the money 
proving unsuccessful it was then resolved that the doors be closed and assignees 
appointed. Mr. N. C. Musselman, the President, and Mr. William Brice, of 
the firm of Wm. Brice & Co., commission merchants, were made assignees. 


Consequent upon the closing of the doors of the Union Banking Company, 
the United States Banking Company of Philadelphia also suspended business on 
the same day. The latter company some time ago resolved to wind up its 
affairs, and expected in a few days to satisfactorily accomplish that end. The 
sudden failure of the Union Banking Company, with which concern the latter 
was a depositor, precipitated matters and compelled the Directors to announce 
the stoppage of business. Their liabilities are small. 

CANADA.—The Jacques Cartier Bank of Montreal resumed on May Ist the 
banking business in all its branches, Mr. A. De Martigny has been 
appointed cashier. He was formerly an officer of the Merchants’ Bank, and 
lately cashier of the Credit Foncier der Bas Canada, and is esteemed a 
business man of excellent character and capacity. 


THE BANK OF ENGLAND.—At a general court held at the Bank of England 
on April 1oth, the following Board of Directors was elected for the ensuing 
year :—E. H. Palmer, Governor; J. W. Birch, Deputy-Governor; H. W. Blake, 
H. H. Berens, A. E. Campbell, R. W. Crawford, M. W. Collet, B. B. Greene, 
H. H. Gibbs, J. S. Gilliat, T. Hankey, K. D. Hodgson, H. L. Holland, T. 
N. Hunt, C. F. Huth, A. Latham, W. Lidderdale, G. Lyall, A. Matheson, 
J. Morris, D. Powell, Jr., A. G Sandeman, H. C. Smith, C. Weguelin, C. 
Wigram, and the Right Hon. J. G. Hubbard. 


PoWER OF A BANK TO MAKE A NoTe.—The United States District Court at 
Chicago recently decided a suit which grew out of a promissory note for $5,000, 
made by the cashier of the Wyandotte National Bank to the Cook County 
National Bank of Chicago, and discounted by the New York Loan and Trust 
Company. Judge Blodgett admitted the equities against full payment, hold- 
ing that the power of a National bank officer to make a promissory note is one 
which cannot be exercised without special authority or subsequent ratification. 


BONA-FIDE PURCHASERS.—The rights of bona-fide purchasers for a fixed price 
are protected to the extent that value has actually been ed with upon the 
faith of the transaction, but no further. This principle is illustrated in the case 
of Moodie vs. Seventh National Bank et al., recently decided by the Court of 
Common Pleas of Philadelphia, the facts being as follows: One Erwin held a 
certificate of stock for seventy-five shares in the defendant’s bank, with a war- 
rant giving authority to transfer the same. The actual owner of the certificate 
was, however, one Morris, a defendant in the action. Erwin sold the certifi- 
cate for $6,450.83 to plaintiff, who had no notice of Erwin’s want of authority 
to sell, plaintiff paying him cash $3,700, an over-due check of Erwin’s for 
$ 2,500, and an account for coal which he held against Erwin. The court held 
that the indorsement of the warrant of transfer estopped defendants from deny- 
ing the authority for Erwin’s act, citing Turnpike Co. vs. Ferree, 2 C. E, 
Green, 117; McNeill vs. The Bank, 46 N. Y. 325; Garrard vs. Haddan, 17 
P. F. Smith, 82; Sewa// vs. Boston Co., 4 Allen, 277; Shaw vs. Spencer, 100 
Mass., 385. It was held, however, that plaintiff was protected as a bona fide 
purchaser for value only to the extent of the cash paid by him, but was not so 
as to the amount of the over-due check and the coal-bill (see Root vs. French, 
13 Wend., 570), and this was not affected by the circumstance that Erwin’s 
pecuniary circumstances might have changed since the transfer was made. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 
(Monthly List, continued from May No., page 908.) 





State. Place and Capital. Bank or Banker. N. ¥. Correspondent and Cashier. 
N.Y. CrEWccccsiccecsece Scranton & Willard......... 30 Broad Street. 
CoLo... Boulder........ . National State Bank........ Kountze Brothers. 
$50,000 C. G. Buckingham, Pr. W. A. Buckingham, Cas. 
s «Lake: City... First National Bank........ Chemical National Bank. 
$ 50,000 H. A. McIntire, Pr. H. J. Alexander, Cas. 
D.C.... Washington.... German-Amer. Nat. B’k.. Chemical National Bank. 
$ 127, 100 John Hitz, Pr. Chas. E. Prentiss, Cas. 
FLA. ... Jacksonville.... B. of Jacksonville (W. B. Barnett) Donnell, Lawson & Co. 
Iowa.. Charles City... Charles City Bank.......... Third National Bank. 
J. P. Taylor, Py. S. F. Farnham, Cas. 
Kans. . Howard City.. Elk County Bank........... ene Lawson & Co, 
N. Momma, Pr. A. F. Eby, C 
MIcH. . Detroit.......... Michigan Savings Bank.. Amer. ioe Nat. Bank. 
$ 36,000 Thomas McGraw, Pr. Sam’l R. Mumford, Cas. 
rik sy McLellan & Anderson..... Mechanics’ National Bank. 
Fee Sexton & Hall Ninth National Bank. 
++ QUINCY......0006 Lee & Hannan.. Imp. and Traders’ Nat. B’k. 
MINN.. Wells.........++ Bank of Wells. .........s0+06 Donnell, Lawson & Co. 
J. M. Nye, Pr. F. E. Watson, Cas. 
Mo..... Brunswick...... Chariton Co. Exch, B.(J.A. Merchant, Cas.) Donnell, L. & Co. 
‘* ,.. Platte City..... Farmers’. National Bank... Donnell, Lawson & Co. 
$ 50,000 J. E. Merryman, Pr. W. O. Oldham, Cas. 
.. Sturgeon......... Woolbridge & Carr......... Donnell, Lawson & Co. 
Nes. .. . Beatrice........ First National Bank........ First National Bank. 
$ 50,000 John E. Smith, Pv. Samuel C. Smith, Cas. 
N. M.. Silver City...... Grant Co. Bank ( Newton Bradley, Mgr.) Donnell, L.&Co. 
N. Y... Moravia......... Moravia National Bank... §=§»-|§-s§-§-§-——__ ewe neeeeesceeeees 
$50,000 S. Edwin Day, Pr. John A. Thomas, Cas. 
PA .ccsee Osceola......... Morgan Seely...... dcseseters Imp. and Traders’ Nat’! B’k. 
‘¢ ,.. Sugar Grove... Sugar Grove Sav. Bank... Third National Bank. 
$25,000 W. H. Shortt, Pr. J. H. Spencer, Act’g Cas. 
TEx. ... Cleburne....... Bank of Cleburne ( Smith Bros.) Moody & Jemison. 
‘* ,.. Honey Grove.. A. G. Stobaugh & Co...... Donnell, Lawson & Co. 


QUuE.... Montreal....... Banque Jacques Cartier.... (A. de Martigny, Cas.) resumed. 








OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
Authorized to May 21, 1877. 


—G&%, it i— 
No. Name and Place. President and Cashier. Gutheonat ’ Paid. 

2353 Moravia National Bank........ S. Edwin Day.....-.....000+ $ 50,000 
Moravia, N. Y. John A. Thomas..... $ 50,000 

2354 First National Bank............. H. A. MclIntire............. 50,000 
Lake City, CoLo. H. J. Alexander. 50,000 

2355 National State Bank........ .... C. G. Buckingham......... 50,000 
Boulder, CoLo. W. A. Buckingham. 30,000 

2356 Farmers’ National Bank,...... J. E. Merryman............ 50,000 
Platte City, Mo. W. O. Oldham. 50,000 

2357 First National Bank...... eoeeee John E, Smith............0. 50,000 
Beatrice, NEB. Samuel C. Smith. 50,000 

2358 German-American Nat’l B’k. John Hitz....... .......s000 130,000 
Washington, D. C. Charles E. Prentiss. 127,100 


64 
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CHANGES OF PRESIDENT AND CASHIER. 
(Monthly List; continued from May No., page 907.) 
Name of Bank. Elected. In place of 
N. Y. Crry. Continental Nat. Bank. Ed. D. Randolph, Cas. W, J. Harris. 
CAL. ... Nevada B’k, San Francisco. C. T. Christensen, Cas. N. K. Masten. 
‘* ,., Bank of Dixon, Dixon....... J. C. Merryfield, Pr... J. Millar. 
Coto. . First N. B’k, Colo. Springs. C. B. Greenough, Pr. H. A. McIntire. 
.. Nokomis N. B’k, Nokomis. H. F. Rood, P7........ J. H. Beatty. 
.. First Nat. Bank, Springfield. Chas. W. Matheny, Pv. N. W. Matheny.* 
First Nat. B’k, New Albany. Wm. N. Mahon, Cas., H. H. Combs. 
.. State Nat’l Bank, Keokuk... A. Hosmer, P7......... J. F. Cox.* 
.... Centreville National Bank... R. E. Feddeman, Cas.. W. A. Cunningham. 
... National Bank of Elkton..... Charles B, Finley, Cas, R. McFarland. 
.. First N. B., East Hampton. A. D. Sanders, Cas....C. E. Williams. 
.. Newburyport Five Cent S. B. Eben Sumner, /”....... D. Wood. 


... First Nat'l Bank of Easton, . 
ie en Fred’k L. Ames, Pr... O. Ames. 


.. Nat’l Exch. Bank, Albion... H. M. Dearing, Cas... L. B, Miner. 

... First National Bank, Niles.. E. G. Hougland, Cas.. W. R. Taggart. 

... Bank of Rochester. T. W. Whittlesey, Cas. G. M. Sweet. 

... First Nat. Bank, Saugerties. Peter M. Gillespy, Cas. B, M. Freligh. 

... Nat’l Exchange Bank, Troy. William Gurley, 7... H. Miller. 

... Schuyler Co. B’k, Watkins. Edgar S. Payne, Cas... W. M. Pellet. 

.. Toledo Nat. Bank, Toledo.. E. H. VanHoesen, Cas. H. S. Young. 

.. North Western Savings B’k. J. H. Walbridge, Cas..  ....serseese 

.. First Nat. Bank, Indiana.... Silas M. Clark, Pv..... J. Sutton. 

... First Nat. Bank, Montrose.. G. B. Eldred, Cas N. L. Lenheim. 

... Farmers’ N. B., Pennsburgh. Edwin M. Benner, Pr. W. F. Reed.* 

.. First Nat. B’k, Providence.. Nelson W. Aldrich, Pv. S, Foster. 
Canadian B. of Commerce, ) 

Brantford ) 


.. Consolidated B. of Canada, ) , 
Chaboillez Sq.,Montreal s Robert Mills, Manager. H. Hebert.* 


* Deceased. 


E. Mitchell, Act’g Mgr. J. Pollock. 


THE PREMIUM ON GOLD AT NEW YORK. 


ApRIL—May, 1877. 
Lowest. Highest. 1877. Lowest. Highest. 1877. Lowest. Highest. 
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DISSOLVED OR DISCONTINUED. 
( Monthly List, continued from May No., page 907.) 


N. Y. City. Groesbeck & Kitchen ; dissolved. 
6s “¢ R.A. Hills & Co. ; failed. 
“ ‘* Livermore, Clews & Co., dissolved ; now Henry Clews, 8 Exch. Ct. 
* ‘* Eugene N. Robinson & Co. ; suspended. 
ARK.... Nelson & Hanks, Helena; suspended. 
Coto... Bank of Canon, Canon City ; closed and receiver appointed. 
GA... City Bank, Macon , assigned. 
ILL. .... Home Bank, Casey; closed. 
Iowa... Otis Briggs, Mevada ; quit banking business. 
MICH... John Johnston & Co., Port Huron ; closing. 
MINN... National Exchange Bank, Minneapolis ; suspended. 
N. Y... Hope Banking Co., Albany; suspended. 
OuI0.. Samuel Marfield, Son & Co., Circleville ; suspended. 
Phe sen Union Banking Co., Philadelphia ; suspended and in liquidation. 
¢ ... United States Banking Co., Philadelphia ; suspended and in liquidation. 
«* ... Twenty-Second Ward Bank, ( Germantown ) Philadelphia ; to close July 1. 
‘¢ ,.. Franklin Savings Bank, AZentown ; failed. 
‘¢ ... Lehigh County Safe Deposit and Trust Co., AZentown ; failed, 
** ... Dimes Savings Bank, Bethlehem ; suspended. 
“©... Joseph Miller & Co., Fogelsville; closing. 
*¢ ... Saucon Savings Bank, Hellertown ; suspended ; failed, 
























——— 


CHANGES OF TITLE, ETC. 
(Monthly List, continued from May No., page 907.) 


N. Y. Ciry. Cummings & Mastin; now J. Edward Mastin & Co, 

si ss J. K. Gracie & Westervelt ; now James K. Gracie. 

" *¢ Greenebaum, Brothers & Co. ; moved to 18-Wall Street. 

4s ‘« A. Loeffler & Co.; new firm, same title. 

sic *¢ Munson & Ketchum; now Arthur & Ketchum. 

- ‘© Putnam & Halsted; now R. H. Halsted. 

- ‘¢ G. B. Scranton and E. K. Willard ; now Scranton & Willard, 
Coto,.. Buckingham Brothers, Boulder ; now National State Bank, 

“© ... Chick, Browne & Co., Za Funta ; moved to El Moro. 

‘¢ .,, Hinsdale County Bank, Lake City ; suc. by First Nat. B’k. Same officers, 
Iowa... H. F. Greef & Bro., Bentonsport ; now Greef & Pergrin. 

« ... Packard & Powers, Kellogg ; now T. Packard. 

ss... Cadwell & Fiske, Logan ; now P. Cadwell & Co. 

‘s ,.. Farmers & Merchants’ Savings Bank, Morning Sun ; now H. C. Johnson, 
Kan.... Hull’s Bank, (C. A. Hull & Co.) Jndependence ; sold to Edgar Hull. 
Micu.. O. F. Hall & Co., Detroit ; now Sexton & Hall. N. Y. Corr.: Ninth N.B, 

«* ... Dutton & Williams, Zuton Rapids ; succeeded by Bowne, Combs & Co, 
Minn.. Easton & Haugan, Wells ; succeeded by Bank of Wells. 


Mo...... Farmers’ Savings Association, Platte City ; now Farmers’ National Bank, 
s¢ ... Smith Brothers, Beatrice ; now First National Bank. 


Nes. ... Cones & Pollock, West Point; now J. W. Pollock. 
Texas. C. Chambers & Co., Gainesville; now Putnam, Chambers & Co. 
QuE..., Banque Jacques Cartier, Montreal; resumed, A. de Martigny, Cas. 
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NOTES ON THE MONEY MARKET. 


NEW YORK, MAY 25, 1877. 


Exchange on London at sixty days’ sight, 4.87 a 4.88 in gold. 


The accumulation of idle capital in the loan market continues, and the cur- 
rent sets towards this city with more activity. The demand for accommodation 
is very limited, and the failure of another Providence firm makes lenders more 
timid. The war news is favorable to some departments of business, but the 


general stagnation in other directions is so great that but little improvement is 
visible. The expectation that investors, capitalists, and bankers in Europe 
would call home their funds, and that the supply of funds in our money 
markets would thus receive a notable curtailment, has not as yet been realized. 
To some extent this movement has no doubt begun, but the uncertainty which 
hangs over foreign investments is so much greater than that which attaches to 
well selected investments in the United States, and the intelligence of the 
investing ‘public in Europe is so much greater now than formerly, that the 
probability is increased of a growing desire year by year on the part of Euro- 
pean capital to flow into American enterprises and investments. 

The tates for loans show no improvement. Money on call is quoted at 
about two per cent. on miscellaneous collaterals, and at one and a half per 
cent. on Government bonds. In the discount market there is little doing, and 
prime mercantile paper passes freely at three and a half to four and a half per 
cent. One of the circumstances which might be expected to trouble the loan 
market, is the new policy of the Secretary of the Treasury in regard to the 
resumption of specie payments. He has just sold five millions of “our and a 
half per cent. bonds, which the syndicate have paid for in gold. These bonds 
are intended to assist in. the preliminary arrangements for carrying out the 
resumption law of January, 1875. Other sales under this statute are expected 
to be made from time to time, but nothing has been officially announced as to 
the frequency and amount of the sales, or as to the ulterior arrangements which 
the Secretary will make, either by the accumulation of the gold proceeds in the 
. Treasury, or by their conversion into greenbacks. These and other points in 
regard to the Secretary’s policy form the subject of anxious discussion, and the 
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enterprise of ingenious newspaper correspondents receives abundant scope in the 
invention and publishing of sensational rumors which not infrequently become 
the basis of speculative excitement in gold and stocks. It has been affirmed, 
for example, ‘that under the resumption law the Secretary had the power to 
cancel greenbacks as fast as he could sell the resumption bonds authorized in 
the statute. In spite of its incredibility, this report was greedily accepted and 
its manipulation has more than once aided the bears in producing a downward 
turn in the speculative and more sensitive securities in Wall Street. But the 
most cursory examination of the law is sufficient to show that the Secretary has 
received no discretionary authority under the resumption law or any other 
statute, to cancel indefinite amounts of greenbacks at his pleasure. The with- 
drawal of greenbacks is limited by a special arrangement to eighty per cent. of 
the new issues of the National bank notes. And even this contraction is to be 
stopped when the greenback level falls to 300 millions. On no other conditions 
than the issue of greenbacks is the Secretary allowed to cancel and destroy the 
greenback currency so as to make a permanent contraction in its volume. The 
law of February 4, 1868, is a safeguard against any violent use of discretionary 
power over the greenback currency, such as has been mischievously used in 
previous periods of our paper money inflation. Hence, it is evident that even 
were it not notorious that Mr. Sherman was unfavorable to any such perilous 
experiments with the currericy, the country is protected from all fear of such 
a contingency by the direct operation of the law. ll this is well known to the 
public, but still the belief has been actively fostered that greenback contraction 
would take place as a consequence of the new resumption policy of the Secre- 
tary of the Treasury. It is somewhat singular that in the present state of 
plethora which pervades the money market, when there is such an accumulation 
of excessive amounts both of capital and of currency, both of greenbacks and 
of National bank notes, these idle theories should have received so much atten- 
tion. Even had there been a probability that a moderate amount of green- 
back contraction would take place, the contraction for some time to come could 
scarcely have been expected to have forced itself upon the public attention. 
This fact is now so well recognized, that although the belief is general that the 
Secretary intends to hoard greenbacks in the Treasury the effect upon the 
money market is wholly imperceptible. Indeed, if any result at all should be 
felt it ought to be in the way of steadying the rates, and giving a conservative 
tone to the market. Subjoined are our usual tables of the New York Clearing 
House Banks : 


Legal Excess of 
1877. Loans. Specie. Tenders. Circulation. Deposits. Reserve. 
$ 255,733,800 . $ 20,534,500 . $ 48,865,000 . $15,966,100 . $ 222,901,200 « $ 13,674,200 
258,013,900 .. 23,119,100 .- 50,441,700 .- 15,995,900 .. 226,957,000 .. 16,821,550 
256,519,600 .. 23,272,500 .. 51,066,700 .. 16,068,700 .. 227,226,000 .. 17,532,700 
255,894,700 -+ 21,867,200 .. 52,437,700 .. 16,069,900 .. 226,645,400 .. 17,643,550 


The Clearing-House exhibit of the Boston banks for the past month is as below : 


1877. Loans. Specie Legal Tenders. Deposits. Circulation. 
ee$ 126,706,800 .... $2,331,700 «.--- $6,561,200. ..-+ $ 73,608,700 .... $23,304,900 

128,671,300 ..+. 2,542,000 «++. 6,916,300 «.-. 76,115,000 ..+- 23,371,400 

129,033%)100 «+++ 2,429,600 «+++ 7,012,200 «+++ 75,695,500 «+++ 23,341,500 

129,488,900 +++ 2,337,800 «++ 7,000,700 «+++ 75,158,700 ~--+- 23,432,000 





998 THE BANKER’S MAGAZINE. [ June, 


The Philadelphia bank statements for the same time are as follows : 
1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 
$ 60,337,095 --+- $1,188,924 ..-- $16,568,606 ...- $51,104,158 «... $10,560,932 
60,733,685 «+--+ 1,306,708 .... 17,036,708 «+. 52,386,491"... 10,538,356 
60,768,747 «+++ 1,266,351 «0+ 17,412,613 «+++ 53,473,284 «+--+ 10,526,878 
61,115,305 +++ 15311;430 «eee 17,434,155 eee 54:909,832 sees 10,644,078 

From these tables it appears that the greenback reserves have risen and are 
still augmenting. The specie in bank has been somewhat depleted by the 
large exports that have been stimulated by the exchange operations of banking 
speculators who are operating upon the news from the seat of war. Whether 
this export movement will be continued is doubtful: The rise in the price of 
consols yesterday, in London, with some other circumstances, appears to indi- 
cate the early decline in the shipment of gold from this port. But, on the 
other hand, the Bank of England is still losing its specie reserve, and the sensi- 
tive condition of the British money market awakens grave apprehensions in 
financial circles in London. The bankers there are looking forward to an 
increase in the Bank rate. There is little doubt that such an advance would 
have taken place before now but for the impossibility of inducing the other 
banks who have such large deposits lying idle, to follow the Bank rate. There 
is also another circumstance which is adverse to any rise in the London 
rate of interest. We refer to the low rates of money on the Continent. In 
Paris the bank rate is two per cent., while the rate in the open market is 
one and three quarters. In Brussels money is lending at two and a quarter 
to two and a half, and in Amsterdam at two and three quarters to three. 
Even in Vienna the rate is but four and a quarter to four and a half, and 
in Berlin the recent advance to five per cent. was only made with the main 
hope of protecting the specie reserve of the Imperial Bank of Germany. 
Reasoning upon these facts, it has been inferred that the shipments of gold 
from New York will decline. However this may be the abundant greenback 
reserves of the banks will keep our money market easy and will render the 
gold shipments of inferior importance in forecasting the monetary movements 
of the immediate future. 

The Bank of England, May 3d, advanced its rate of discount to three per 
cent., the rate of two per cent. had ruled since April 20, 1876, 

As a portion of the Consols of 1865 have been recently called in, an effort 
has been made to discover to what extent these bonds are held in Europe.. The 
investigation shows that coupons representing $ 19,000,000 have been received 
through the Syndicate, hence, the inference is that not more than $20,000,000 
to $25,000,000 of these bonds are in the hands of foreign holders. 

Foreign exchange is quiet at 4.87 to 4.88 for sixty day bills, and 4.89 3-4 to 
4.90 1-2 for three days sight bills. There is very little doing, as the demand is 
limited and bills are scarce. The rates are still above the specie shipping 
level. 

The stock market offers very few facts of novelty or special interest. In 
governments there has been a good demand, and prices are firm notwith- 
standing the diminished strength of the gold premium. The five millions of 
four and a half per cents., sold last week to the Syndicate at par in gold, 
have been all taken up and paid for, and the general’ market closes firm on 
all descriptions, In State bonds little is doing. South Carolina consols have 





. 
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risen to 72, and Louisiana consolidated sevens to 92. Railway bonds are firm, 
the Western securities being in greater demand. Railroad shares are feverish 
and irregular with a little more confidence in the investment purchases. Sub- 
joined are our usual quotations : 


QUOTATIONS : Apr. 26. May 3. May 10. May 17. May 24. 
107 se 106% .. 107% .- 107 es 107 
U. S. 5-208, 1867 Coup- 112% .. 113% .. 113% .. BEG oe 114% 
U.S. 10-40s Coup.... 113 ea 112% .. 113% .. 113% .. 113% 
West. Union Tel. Co.. 58% .. 61%... 63% .- 62% .. 63% 
N. Y. C. & Hudson R. 89 se 924% ..- 95 ns 92% «- 91% 
Lake Shore 47% -- 50% .. 53% + 51% .- 5° 
Chicago & Rock Island 87% .. go% .. 93% -- een 94 
New Jersey Central... eX ee S «. . ae 7% 
Del. Lack. & West.... 45% 48% «- 48% .- 44%. 42% 
Delaware & Hudson.. aa 45% .- 44% «- 39%. 39 
North Western “ 19% .. az (tee 20% .. 22% 
Pacific Mail oe a1. 2%.. ayes. 21% 

i oe 6% «. 7% .. 6% .. 6% 
Call Loans os ,8 @s-.. B@g « 2 @4.. %@4 
Discounts - 4 @6 . 4@6 os 3 @7- 3 @6 
Bills on London 4:88-4.90 .. 4.88-4.90% -. 4.88-4.9t -. 4-8734-4.90 +. 4.87-4.90 
Treasury balances, cur. $41,226,723 .. $41,952,979 -- $44,088,014 .. $46,321,724 .. $46,801,417 

Do. do. gold. $76,955,533 -- $79,182,487-- $77,892,386 .. $76,556,938 .. $75,725,611 

Yesterday the Legislature adjourned without passing the tax relief bill which 
has, been so long pending at Albany. One of the most significant results of 
this defeat of the movement for any tax reform is the vote of the shareholders 
of the National Bank of Commerce to reduce its capital from ten millions to 
five millions, At the meeting of the shareholders on Wednesday, 70,256 
shares were voted either in person or by proxy in favor of the reduction. 
The answers from stockholders have been five months in coming in, and the 
necessary assent from two-thirds of the stock has only just been received. 
The one hundred thousand shares of this bank are distributed among 2,094 
owners, who hold an average of not quite 48 shares each. The taxation on this 
bank for State and city purposes amounted to last year $ 305,195. The resolu- 
tion proposed last December, and which has now been voted upon and finally 
adopted, sets forth the pressure of the fiscal burdens on the banking business 
as the sole reason why this bank which has a larger capital than any other 
would have to diminish its capital, The bank began business April 3rd, 1839, 
and entered the National bank system January 13th, 1865. Subjoined is the 
resolution which received on Wednesday the necessary number of votes and 
will be carried into effect by the payment of $5,000,000 to the shareholders 
on and after July 16th. 

“* Resolved, That, in view of the excessive and discriminating taxation levied 
upon the banks of the city of New York, resulting in injurious competition 
with them on the part of foreign corporations, and rendering it difficult, if 
not impossible, for our own banks, especially those of large capital, to earn 
even reasonable dividends for their shareholders, it is the sense of this 
board of directors that, unless some material legislative change is made 
during this season in reduction of such taxation, it may ‘become expedient 
to reduce the capital of the bank by returning a portion of it to the share- 
holders; and the President and Cashier are hereby authorized to take all 
preliminary steps to enable the board of directors to make such reduction of 
capital, to an extent of not exceeding $5,000,000, if at any time in their 
judgment they may deem proper.” 
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The imports at this port during the month of April, and for the same month 
in previous years, were as follows, specie and bullion being included : 


1873. 1874. 1875. 1876. 1877. 
$37,179,426 --  $40,764:927 +. $30,037,367 ++ $23,804,232 .. $28,858,011 


FOREIGN IMPORTS AT NEW YORK FOR TEN MONTHS, ENDING APRIL 30. 


1875. 1876. 1877. 
$ 175,110,736 ese. $148,376,529 sees $1247,027,452 
24,831,250 eee. 29,756,259 eee 27,606,337 
36,923,360 seas 2739779330 pene oo 26,659,268 
38,289,583 eee 32,018 867 eeee 34,402,295 
30,037,367 ee 23,804,232 xe 28,858,011 


Total ten months,.......--+..+. $ 305,192,296 sees $$ 261,933,217 eoee = $§264,553.363 
Deduct Specie......ccccccees becsvie 9,498,073 eves 71474,032 esas 30,263,699 


Total merchandise, $ 295,694,223 +» $254,459,185 sees  $234,289,664 
In the ten months ending with April, 1894; the imports of merchandise 


were $ 309,550,974, and the same period in 1873 $ 350,148,842. 
The exports during the corresponding periods are presented below : 


EXPORTS FROM NEW YORK TO FOREIGN PORTS IN THE MONTH OF APRIL. 
1875. f F 1876." 1877. 
Domestic produce. $18,633,522 ecco $17,456,396 coge $21,158,574 
Foreign merchandise, free 226,017 bded 286,205 see 179,101 
Foreign merchandise, dutiable 441,316 coe 517,250 426,396 
Specie and bullion... ...........-+++ 6,018,678 cone 3,919,512 eee 2,092,950 


Total exports $25,619,533 +++» $22,179,363 «++» = $23,857,021 
Total exports, exclusive of specie.. 19,600,855 eee 18,259,851 sees 21,764,071 


This increase is encouraging, although the total (exclusive of specie ) for April, 
1874, was $23,301,296, and for 1873, $25,619,763. 
EXPORTS PROM NEW YORK TO FOREIGN PORTS FOR TEN MONTHS FROM JULY 1. 
1875. - 1876. 1877. 
Six months ending January 1 $ 140,508,524 eoee $ 134,944,600 sees $151,493,635 


January ..ccccccccccece woccccecs eeee 19,291,403 oes 21,800,226 . 25,403,169 


18,111,985 «e+ 18,304,987 ee 19,662,718 
19,582,162 - 20,344,776 suid 19,822,112 
19,600,855 sass 18,259,851 eee 21,764,071 


Total produce teteeee $ 217,094,929 +++» $24,254,440 «+--+ $ 238,145,705 
Add specie.... eperee 549924,155 bus 32,468,769 ° 20,053,780 


Total exports......... cece + $272,019,084 e+e. $ 246,723,209 ++ $258,199,485 
The total for the same period ending with April, 1874, was , $ 282,635,861. 


a 


DEATHS. 


At SPRINGFIELD, ILLINOIS, on Monday, “April 30th, aged sixty-two years, 
NoaH W. MATHENY, President of the First National Bank of Springfield. 

At ITHACA, N.Y., on Friday, May 4th, aged sixty-two years, JOHN McGraw, 
President of the First National Bank of Ithaca and Vice-president of the 
Second National Bank of Bay City, Michigan. 


At Piqua, OHIO, on Friday, May 18th, aged fifty years, Henry B. 
GREENHAM, Cashier of the Piqua National Bank. 








